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Up through the years, 
Lady Fortune has laid a 
favorable hand upon the destiny of Okla- 
homa. Since 1907 when she was admitted 
to the Union, Oklahoma has grown from 


wild Indian territory to the thriving enterprising state it 


is today. 


Through these progressive years, natural gas has played 

a vital part in the development of our state. The contri- 
butions made by natural gas are hundred-fold . . . and we in the gas 
industry take pride in presenting to you the record of accomplishments 
made by natural gas in our state during the past several decades, 


= 
;—) 


Back in the early days before Okla- 
homa became a state, the only people 
using natural gas were those living 
close to the sources of supply. This 
was largely due to lack of pipe line 
facilities. 


Today, nearly everyone in Oklahoma 
enjoys good, eflicient gas service to 
heat their homes in winter, to cook 
their meals 365 days in the year, and 
for dozens of other household uses. 


By 1910 natural gas pipe line facili- 
ties had been expanded. Almost every 
home in metropolitan areas was using 
natural gas because of its many ad- 
vantages over other types of fuel. Nat- 
ural gas service, being more depend- 
able, less costly, and more efficient, 
opened a new era of living for Okla- 
homans. 


The fact that natural gas is used so 
nearly unanimously by Oklahomans 
contributes greatly to keeping Okla- 
homa cities clean and healthy. In our 
cities there is neither smoke nor soot 
to mar the sparkling beauty of our 
modern buildings, schools; churchés 
and parks. 


OKLAHOMA NATURAL 
Gas Company 
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ET AGOOD REGULATOR 


—Then Stick to it! 


A gas pressure regulator is a device of such strategic importance that 
only the best is good enough. Trying this regulator and that regulator, ex- 
perimenting with little known brands, may save a few cents in cost, but 
most utilities and service organizations have found that in the end it pays 
to standardize on the one you are sure is reliable. 





One effective way to cut down service calls and complaints on bills, 
and to help give the customer the full benefit of all the gas that goes 
through his meter, is to recommend and install a thoroughly dependable 
regulator. Made for many years, Barber Regulators rank with the finest, 
for they are correctly designed, and expertly built of the proper materials. 
You and your customers will be pleased with the fine service of these 
regulators. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 





Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 










Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes ¥,” . up. 







E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER oacssune REGULATORS 















ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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This extra-long | 


F 


taper makes your 4 


pipe reaming _ (4 ; RiEaIb 


quick, easy J —§ LonGrip 
and safe 4, _ 
: Pipe Reamer 


@ The trick of its efficient 
performance is in that extra 
long taper — it reams burr 
cleanly from any pipe in a 
few easy ratcheted strokes— 
practically no pressure re- = 
quired. Even more important , 
than that, it won’t thin, split or 
flare pipe or conduit wall. 
That saves you pipe as well as 


time and work. You may buy 
Reamer unit 
fits RIGID 
No. 00R handle. 


it complete with ratchet han- 
dle—or ask for the reamer 
unit alone, which fits your 
RIZAID No. 00R handle. 
See your Supply House for 


‘this better reamer. 


| , 
. \ | 
* WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY + ELYRIA, OHIO, U.S.A. 
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ust thinking about the convocation of 
J the twenty-eighth annual convention 
of the American Gas Association at At- 
lantic City, New Jersey, beginning Octo- 
ber 7th, reminded us the other day how 
the gas industry is really one of the old- 
est of all members of the public utility 
family. With the exception of municipal 
water supply, it would appear to be just 
about the oldest of any general utility 
service, as now operated, such as railroads 
(1828), telegraph (1832), telephone 
(1876), electricity (1882), electric street- 
cars (1884), and comparative newcomers 
of the Twentieth Century, such as busses, 
taxicabs, airplanes, and so forth. 


THE first company in the world to be 
chartered for supplying gas was the Lon- 
don Gas Light and Coke Company in 
1812. It was Baltimore’s artistic show- 
man, Rembrandt Peale, who used gas 
illumination so successfully at his Balti- 
more museum in 1816 as to inspire the 
Baltimore city council to give him a fran- 
chise for the first commercial operations 


R. S HARGROVE 
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SAMUEL H, CROSBY 


in the United States. Earlier, private gas 
installations in the United States in- 
cluded a demonstration by an Italian fire- 
works concern in Philadelphia in 1796, 
and domestic illumination experiments 
by David Melville at Newport, Rhode 
Island, in 1806. 


AFTER its pioneer appearance in Balti- 
more in 1816, and in New York in 1823, 
gas utility operations spread rapidly 
throughout eastern cities, so that by 1850, 
when Chicago obtained its gas supply, 
virtually all of the real large cities on the 
eastern coast and many in the Middle 
West were being served by regular com- 
mercial gas utility operations. 


T is not so generally realized, even 
within the industry, that the natural 
gas branch of the family, which has come 
into so much prominence in recent years, 
is almost as old as the manufactured gas 
branch, imported from England. The 
presence of natural gas was detected in 
certain West Virginia springs as early as 
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Coronado in Palo Duro Canyon (Texas Panhandle)—a mural owned by 
Panhandle Plains Historical Museum, Canyon, Texas 


NATURAL GAS—MORE PRICELESS 
THAN THE LEGENDARY GOLD OF QUIVIRA! 


ORONADO, seeking the gold and silver of Quivira, four hundred 

years ago, finally abandoned his long search at a point on the 

Canadian River some sixty miles northeast of the present site of Amarillo. 

Tired and disillusioned, little did he dream of the riches lying deep beneath 

the surface of the soil trod by his Spanish steed. For the point at which he 

abandoned his quest was in the very heart of the great Panhandle Gas Field. 

Were he to retrace his steps today, he would cross several of the big transmis- 

sion lines carrying natural gas to millions of homes and industries in many 

states. How much more valuable this perfect fuel has been to man than would 
have been all the gold and silver of the Gran Quivira! 


AMARILLO GAS COMPANY CLAYTON GAS COMPANY 


Amarillo, Texas Clayton, New Mexico 


DALHART GAS COMPANY WEST TEXAS GAS COMPANY 


Dathart, Texas Lubbock, Texas 
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1775 in a tract of land which George 
Washington had dedicated to his country 
as a national park. 


‘Tue first illumination from a natural 
gas well appears to be the famous pioneer 
well of Fredonia, New York, accidentally 
discovered by small boys playing with 
fire. Although this well attracted the at- 
tention and admiration of such a world 
figure as General Lafayette during his 
visit to America in 1825, the Fredonia 
Gas Light Company was not formed 
until 1858. Even then, large-scale com- 
mercial natural gas operations. had to 
await the Pennsylvania-New York oil 
boom excitement around 1870. There- 
after new local field discoveries and im- 
provements in pipe-line technique have 
made the natural gas industry expand 
rapidly during recent years. 


Topay, natural gas has reached such 
eastern cities as Washington, D. C., and 
traveled such vast stretches as the dis- 
tance between the Texas Panhandle and 
St. Paul. Naturally such growth and 
fluidity of movement have given birth to 
regulatory complications. In this issue 
we are privileged to have the expert views 
of thfee men associated with the natural 
gas industry—all discussing administra- 
tive problems which have grown out of 
the Natural Gas Act, and which have been 
high lighted by the recently concluded 
natural gas investigation of the Federal 
Power Commission. 


H. Harcrove, who gives us an op- 
eerating company official’s view- 
point of the Federal Gas Act, is vice 
president and general manager of the 
United Gas Pipe Line Company of 
Shreveport, Louisiana. His article in this 
issue contains the substance of the views 
he expressed as a witness before the re- 
cent FPC natural gas investigation hear- 
ing in Washington. Also of interest is the 
fact that Mr. Harcrove heads the list of 
nominees selected by the nominating 
committee for the office of president of 
the American Gas Association. 


SAMUEL H, Crossy is an attorney in 
charge of the Washington office of E. 
Holley Poe & Associates, utility con- 
sultants. An AB (Phi Beta Kappa) 
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E. BUDDRUS 


graduate of Grinnell College with twen- 
ty-five or more years of unusually di- 
versified general practice, Mr. Crossy 
served as a trial examiner for the Federal 
Power Commission for five years, 1939- 
1944, In the gas investigation he pre- 
sented various objective studies of the — 
administrative policies of the Federal 
Power Commission, and in behalf of the 
Natural Gas Industry Committee offered 
several specific suggestions to the com- 
mission to simplify and expedite admin- 
istrative procedures. 


E,. Bupprus, whose analysis of gas 
business problems since the Natural Gas 
Act begins on page 472, is, in addition to 
being president of the Panhandle Eastern 
Pipe Line Company (since 1943), a noted 
figure in both the natural gas and petro- 
leum industries. Born in Kansas City in 
1896, he graduated from Oklahoma A&M 
College (BS, ’17), specializing in petro- 
leum chemistry. He started out with the 
Midwest Refining Company in Wyo- 
ming in 1919, and joined the Phillips 
Petroleum Company in 1923, becoming 
manager of that company’s natural gas 
and gasoline department from 1932 to 
1943 when he took his present post. 


THE next number of this magazine will 
be out October 24th. 


~ oo 
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What are “Controllable Costs"? 


Controllable costs aré potential profits. They are dollars that 
could hit the happy side of the balance sheet except for waste 


and inefficiency. 


“Controllable Costs” is also a very peftinent title for record 


systems grown old and antiquated. 


For years, the Gas Industry’s operating systems have been 
expedited by some of the finest record systems and account- 
ing methods ever devised for public utilities. Working with 
Gas executives, Remington Rand — world’s largest researcher 
and producer of business systems — designed the basic control 
methods that have touched almost every activity of the Gas 
Industry. 


With these systems and methods went Remington Rand 
equipment...tabulating and calculating machines, typewriters, 
indexing systems, fire-resistant files and safes, bookkeeping 


machines, and Kardex, the signalled visible record system. 


Together, the Gas Industry and Remington Rand provided 
methods that cut deep into the cancer of “uncontrolled" 
costs. Today, with the profit-spread squeezed to its minimum 
margin, we are again searching beneath the surface for the 
untapped profit resources found in Controllable Costs. 
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In Feature Articles 


An operating company official looks at the Fed- 
eral Gas Act, 453. 

Administration of Natural Gas Act, 454. 

Regulation of gas sales, 456. 

Problems resulting from exercise of rate-fix- 
ing powers by Federal Power Commission, 
458. 
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* 


In Government Utility 
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* 
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& 
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« 
In What Others Think 
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* 
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New general rules issued, 503. 
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FPC announces changes in hearing dates, 504. 
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° 
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empted, 513. 

Miscellaneous rulings, 514. 





PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commission reported in full text, 
pages 1-64, from 65 PUR(NS) 
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‘vice 
490. 
mis- 
3. 
xas 
04. 
SAFE LIGHTING — which means it is impossible to get a flow of gas 
ng to the main burner until the safety pilot is lighted and operating. 
ty : 100% SHUT-OFF — which means it shuts off the pilot light as well as 
7 the main burner in case of pilot outage. 
os . THE WATERTENDER 
ce @ has a pressure or (C Valve) incorporated in the gas cock to adjust the 
flow of gas to the main burner. 
2. WATER HEATER ® is equipped with a thermocouple pilot 
THERMOSTATS ® is so designed to make it possible to incorporate a gas filter for the 
2S L AND AUTOMA ’ pilot light. 


@ has gas cock handle with visual indication of the pilot “on” and 
“off” position. 


DOMESTIC THERMOSTAT COMPANY - LOS ANGELES 15, CALIF. 





Representatives of the Domestic Thermostat Company will be at the 
Ambassador Hotel, Atlantic City during the A. G. A. Convention. 




















Rosert R. WASON 
President, National Association 
of Manufacturers. 


GRAHAM A, BARDEN 
U. S. Representative from North 
Carolina. 


Paut W. SHAFER 
U. S. Representative from 
Michigan. 


Excerpt from “Business Bulletin,” 
published by The Cleveland Trust 


Company. 


Joseru H. Batt 
U. S. Senator from Minnesota. 


WILLIAM GREEN 
President, American Federation 
of Labor. 


Bourke B. HICKENLOOPER 
U. S. Senator from Iowa. 


Eucene HotmMan 
President, Standard Oil Company 
of New Jersey. 


OCT. 10, 1946 


Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“Never before has the pattern for depression been so 
clearly outlined by government action in a period of 
plenty.” 

* 


. 


“We pass laws here and only God and the administrators 
know what is going to happen to either us or to the laws 
when they get downtown.” 


> 


“Experience has shown that the forces of free competi- 
tion do more to aid the rapid development of an art than 
does any other system.” 


ad 


“The way to balance the budget in this fiscal year is to 
work back to something like the volume of the Federal 
civil employment that we had in the years just prior to our 
entry into the war.” 


* 


“The two elements which must be present to create a 
runaway inflation—printing-press money and lack of pro- 
duction—are not present in the United States and ‘there is 
no real danger of either.” 


* 


“Make no mistake, the Communists do not want to see 
the Anti-poll Tax Bill and the Fair Employment Bill 
adopted. By placing themselves in the forefront of the 
sponsors of these measures, they knew they were helping 
to defeat them.” 

* 


“In defense of the OPA . . . I will say that they can be 
efficient and they can act with speed on occasions. Recently 
when they found it was no longer necessary to control 
the price of sleigh bells in Hawaii, they promptly decon- 
trolled them.” 

* 


“ | .. we can say without question that democracy has 
been magnificently successful in creating a nation stronger 
and richer than any other nation in the history of the 
world, and that no other form of government has clearly 
demonstrated that it can do anything like so good a job. 
Democracy has delivered what rival systems continue to 
promise.” 


12 
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OLDAK PIPE LOCATORS 


THEY ARE AS INDISPENSABLE TO THE 
UTILITY AS THE X-RAY MACHINE IS TO A HOSPITAL 








Goldaks perform every essential operation in pipe 
and cable survey without any physical connection to 
the pipe or to the earth itself. 


Leading utilities consider them essential for economy 
and speed of repair and maintenance. 


Tracing 


These versatile electronic instruments locate 


stubs, gates, unknown pipes and cables, Tees, Ells, 
services and illegal connections. 


Depth Measurement 


THOUSANDS ARE IN DAILY UTILITY SERV- 
ICE. ONE OF OUR CUSTOMERS, A GAS 


UTILITY, HAS MORE THAN 300 GOLDAKS. 
Others have from a dozen to a hundred. 


Centering 





GOLDAK PIPE LOCATORS ARE sty lag ey 
MONEY-BACK GUARANTEED TO FIND THEM INSTANTLY 
OUT-PERFORM ANY OTHER WITH A GOLDAK. 
MAKE, 











Write for details. 


The GOLDAK CO. 


1544 W. Glenoaks Bivd., Glendale 1, California 





















14 REMARKABLE REMARKS—( Continued) 


Witu1aM F. KnowLanp “We cannot maintain our place of leadership in a world 
U. S. Senator from California. which has already largely abandoned the system of free 
enterprise for Socialism, Fascism, or Communism, unless 
we keep American free enterprise as a dynamic force.” 


> 





HELEN GAHAGAN DouGLas “A balanced budget is desirable . . . but we can go on 
U. S. Representative from eating and sleeping, working, loving our dear ones, raising 
California. our families, whether we as a nation add the column 


on the deficit or the plus side.” 
- 


Hucu B. MItcHeELL “The TVA pattern offers a method for streamlining the 

U. S. Senator from Washington. functions of the Federal resources development and con- 
servation agencies and giving them an efficiency that is 

commensurate with the Twentieth Century way of doing 















things.” 
Ld 
Leon H. KEYSERLING “We lack some simple and practical method for develop- 
General counsel, National ing a purpose and program on the domestic front. In eco- 
Housing Agency. nomic matters Congress and the executive departments, 


liberals and businessmen, farmers and labor groups, are 
all at odds.” 





>» 


Excerpt from the July letter, “This country needs both big business and small busi- 
National City Bank of ness, and in a freely competitive system the natural Ameri- 
New York. can genius and striving for accomplishment, that has been 
demonstrated so often in the past, can be relied upon to 
preserve a sound balance between the two.” 


> 


Epiror1AL STATEMENT “It would mean the end of representative government 

The Columbia (South Carolina) in the United States if a minority of the citizens are to 

Record. have the right to compel the Congress, the legislature, 
or the city council to do their bidding, disregarding the 
will of all the other citizens. It would be government in 
bondage.” 
















































* 


A. O. BucKINGHAM “There is one primary and indispensable way to inspire 
Vice president, Cluett, Peabody faith in American industry and in our system of indus- 

& Company. trial democracy ... It is for every individual concern to 
create public understanding of its own contribution to 
the general welfare and to demonstrate by its actions its 
concern for the general welfare.” 


> 


Epitor1AL STATEMENT “A monopoly acts in the interests of the monopolists. 
The Wall Street Journal. It does not act in the interest of the community. Very soon 
the community tires of this and it finds some instrument 

to check the monopoly. This instrument is very likely to 

be the government. The government can move to break up 

the monopoly, which is the purpose of antitrust laws, or 

it can take over the monopoly, which is what the British 

Socialist government is doing, or it can itself form a 

monopoly to deal with the private monopoly, which is 

what the government did in dealing with the coal strike.” 
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SERVICE AND COOPERATION 


Throughout 26 counties in Indiana, the Indiana 
Gas & Water Co., Inc. is spreading the gospel of 
GAS . . . GAS as the quicker, cleaner, more eco- 
nomical fuel for cooking, heating, water heating, 
refrigeration and the many other uses in home, 
business and industry. 

All over our territory we are building . . . build- 
ing to a well-organized plan of improvement 
and, expansion . . . getting our house in order to 
better serve our customers and more closely 
cooperate with the industry of which we are 
proud to be a part. 

We join others in the industry in welcoming 
the delegates to the AGA Convention and sin- 
cerely hope that their sessions will be successful. 


THE WONDER FLAME 
CAs THAT COOLS AS WELL AS HEATS 


INDIANA GAS & WATER COMPANY, INC, 
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Exhibitors Whose Booths You Will Wish to Visit . 
at the 


AMERICAN GAS ASSOCIATION CONVENTION 


Atlantic City — October 7-11 





AMERICAN STOVE COMPANY 
Cleveland, Ohio 


“Magic Chef Exhibit" 
Booths Nos. 515, 516, 517, 518, 519 


Representative 
L. C. Ginn, Sales Promotion Manager 





THE CLEVELAND TRENCHER CO. 
Cleveland, Ohio 
Trenchers and Backfillers 
BOOTHS NOS. 603, 604 


Representative 
JoHn A. PENOTE 








Bendix Home Appliances Inc. 
South Bend, indiana 
Automatic Washers, Automatic Home 
Dryers, Automatic Home Ironers 
WALTER J. DAILY, Advertising Director 
In Charge of Booth 
Booths 100, 101, 102, 103, 104, 105 








THE COLUMBIA BURNER CO. 
Toledo, Ohio 


Gas Conversion Burners 


Booth No. 735 


Representative 
JoserpH F, Copoun 








THE G. S. BLODGETT CO., INC. 
BURLINGTON, VERMONT 
Baking and Roasting Ovens 
BOOTH NO. 423 
Representative 
D. J. BroGan, Sales Manager 











CONNELLY IRON SPONGE— the efficient economi- 
cal gas purification material. 


CONNELLY CALOROPTIC— a simple, inexpensive 
instrument for continuous direct reading and con- 
trol of BTU content. 


See our Exhibit—Booth No. 223—AGA Convention 


ane oy y IRON SPONGE & GOVERNOR CO. 
Elizabeth, N. J. Chicago, Il. Los Angeles, Cal. 








CALORIC STOVE CORPORATION 
PHILADELPHIA, PA. 
Exhibiting: 
Gas Cooking Appliances, Including Gas Ranges 
and Hot Plates, and Gas and Coal and Gas and 
Oil Bungalow Ranges. 
BOOTHS NOS. 527, 528 


Representative: Harotp TILEY 














THE CLEVELAND HEATER COMPANY 
CLEVELAND, OHIO 
Rex Automatic Water Heaters, Rex Nu-Mode 
Water Heaters, Rex Table High Water Heaters 
and “Elno” Protectors. 
BOOTHS NOS. 319, 320, 321 
Harry Crawford Ss. 8S. Minnich 


John Cardwell Fred H. Leder 
0. A. Harris E. A. Reinhardt 








CONSOLIDATED 


INDUSTRIES, INC. 


Lafayette, Indiana 


CONVERSION GAS BURNER 
Booth No. 136 
Representatives 


W. T. Winter C. J. Merritt 





(Continued on next page) 
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Exhibitors Whose Booths You Will Wish to Visit (Cont'd) 





* CORY CORPORATION 
Chicago, Ill. 


Manufacturers of CORY Glass Coffee Brewers 
And Other Coffee Brewing Equipment 


BOOTH NO. 235 


Representative CHartes W. Barrett 











Dearborn Stove Company 
Dallas, Texas 
Dearborn Gas Space Heaters 
Dearborn Gas Floor Furnaces 
BOOTH NO. 625 


Representatives 
R. M. Liedstrand, Vice-President 
J. E. Wyatt, Jr., General Sales Manager 
John Cherry, Chief Engineer 


4] 


HARDWICK 
GAS RANGES 
WILL BE DISPLAYED IN 


SPACES 522-523-524 
607-608-609 


CONVENTION HALL 
ATLANTIC CITY .. OCTOBER 7-11, 1946 























DETROIT BRASS & MALLEABLE WORKS 
Detroit, Michigan 
“Valves For Gas By Detroit Brass” 
BOOTH NO. 732 


Representative 
W. J. WicperNn 


LINCOLN BRASS WORKS, INC. 
2051 Twelfth St., Detroit 16, Michigan 


Lincoln Masterline, featuring the Dualmaster and 
Master Gas Range Top Burners, with Many New 
and Exclusive Top Burner Valves. 


BOOTH NO. 301 
Representative 
Hersert A. Watson, Vice President 














ELECTRO SPECIALTY COMPANY 
Minneapolis, Minn. 
Dome-Turbo Package Unit 
of Kitchen Ventilation 
Booth No. 107 


Representatives 
Willard A. Olson Melvin E. Johnson 


Minneap-lis Honeywell Regu'ator Company 


Automatic Control and Control Systems 
for Every Type of Application—Indus- 
trial, Domestic, Commercial, and L.P.G. 
BOOTHS NOS. 405, 406 
Representative: C, D. Lyrorp 

















HAMILTON MANUFACTURING 
COMPANY 


Two Rivers, Wisconsin 
Automatic Gas Clothes Dryers 


For Indoor Drying 
BOOTH NO. I4! 


Representative 


Paul A. LaRoche 


L. J. MUELLER FURNACE COMPANY 

Mi'waukee 7, Wis. 
EXHIBITING: 
Gas-fired Winter Air Conditioners, Precipita- 
tor, Gravity Furnaces, Steam and Hot ater 
Boiler, Gas Conversion Burner. 

BOOTHS NOS. 623, 624 
Representative 
H. P. MUELLER, President 

















Handley Brown Heater Company 
Jackson, Michigan 
Automatic Storage Gas Water Heaters and 
as Conversion Burners for Domestic 
Applications 
BOOTH NO. 312 
Representative 
Harrotp J. Rust, Sales Manager 








THE NATIONAL CASH REGISTER CO. 


Dayton 9, Ohio 

EXHIBITING: 

Billing Machines for Stub Plan, 
Ledger Plan and Register Sheet 
Plan, using either paper bills or post- 
card bills. Wage Card Processing, 
Payroll Writing and Distribution 
Systems and Bookkeeping Machines. 

Booths Nos. 900, 901, 902 
Representative 


J. F. O'HEaARN 

















Public Utilities Fortnightly 





Exhibitors Whose Booths You Will Wish to Visit (Cont'd) 





NORWALK VALVE COMPANY 
SOUTH NORWALK, CONN, 
EXHIBITING: 


Norwalk Valves, Inspirators, Reg- 
ulators, Controllers, Gauges and 
Connelly Governors and Check 
Valves. 


BOOTH NO. 234 
- Representative 


Andrew Dolfini, Production Manager 


Security senefestertig § Company 
Kansas City, M 
EXHIBITING: 
Gravity and Forced Air Gas Fired Fur- 
naces, Gas Fired Floor Furnaces and Gas 
Water Heaters. 
BOOTH NO. 333 
Representative: A. S. WHITE 











THE —— COMPANY 
rd, Conn. 
Glass Coffee Making Equipment 
Booth No. 239 


Representatives 
J. M. e " 
J. H. Townsend 
Charlies Wilson 








PERFEX CORPORATION 
Milwaukee, Wisconsin 
Automatic Temperature Controls for 
Domestic Gas Heating Equipment 
Booths Nos. 200, 201 
Representative: Robert H. Pratt 








A. ©. SMITH CORPORATION 
Milwaukee, Wisconsin 
Domestic Gas Water Heating, Large Volume 
Gas Water Heating and Gas House Heating 
Booths Nos. 110, 111, 112, 113, 114, 115 
Representative 
JIM DONNELLY 











RHEEM MANUFACTURING COMPANY 


NEW YORK 22, N. Y. 


Automatic Gas Water Heaters— 

for Domestic or Commercial Use; 

Natural, Manufactured, Mixed or 

Butane Propane; Floor Furnaces; 
Space Heaters 


Booths Nos. 530, 531, 600, 601 


Representative 
Frank J. Nugent 
General Manager Appliance Sales 


S&S HEATING CO., INC. 


DETROIT, MICHIGAN 


Silver Flame Gas Conversion Burn- 
ers, Gas Conversion Burners for 
Natural, Manufactured and L. P. 
Gases. 

BOOTH NO. 736 


Representatives 
Charles Silverston Robert A. Dishell 























BOOTHS 610 AND 6!! 


Roberts-Gordon 
Appliance Corp. 


MANUFACTURERS OF THE 
GORDON SPREADER-FLAME 
BURNER 
2 
Pioneers of the Gas Conversion Industry 
and 


The World's Largest Manufacturer 
of Gas Conversion Burners 


DON'T MISS SEEING 
the new VENDO 


Ath ZONE STEAM OVEN 


Atlantic City Conv. Hall — Booths 629-30 














PUBLIC UTILITIES REPORTS, INC. 


Munsey Bldg., Washington 4, D. 
Public Utilities Reports, Public Utilities ee 
nightly, P.U.R. Executive Information Service 
and other P.U.R. publications and services. 
BOOTH NO. 204 
Representative 
J. M. Robertson, Asst. General Manager 
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HERE in the 89,000 square 
miles of Central and Northern 


California urban and rural areas 
served by P. G. and E. we wrap 
up so many kilowatt hours of 
electricity and so many cubic feet 
of natural gas and sell the bar- 
gain package to the customer at 
lower total cost than he would 
pay in any other part of the nation. 

The package cost is the test. 
A lower electric rate or a lower 
gas rate than ours may be found 
in some one area but rarely will 
both rates be found to be lower. 
It is the overall cost that counts, 
and in Northern California light, 


PGE: 


PACKAGE UTILITY SERVICE 
Costs Less 1n- 


pS California 
Ni Wanna 


heat, and power—part of which 


is gas service and part electric— 
offer the lowest possible cost 
to the customer for this service. 

The California Railroad 
Commission reports that in San 
Francisco the combined cost of 
gas and electric service is less 
than that in any of the 25 largest 
cities in the United States. Cus- 
tomers in other parts of our 
system enjoy a proportionate 
advantage. 

More than 1,100,000 users of 
electricity and nearly 800,000 gas 
customers enjoy this P.G. and E. 
low cost package service. 








“Gneetings and 
Success” 
ee 
TO MEMBERS OF THE 
AMERICAN GAS ASSOCIATION 
IN CONVENTION AT 
ATLANTIC CITY 


' OCTOBER 7-11, 1946 
PACIFIC GAS AND ELECTRIC COMPANY 

















@M PACIFIC GAS AND ELECTRIC COMPANY m@@ 
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EGISTRATIONS SHOW 


IT— OPERATORS KNOW IT! 


FORD TRUCKS 
LAST LONGER!” 


ORD FRAMES STAND UP! 


One of the big reasons why 78 per cent of all Ford V-8 


Trucks ever built are still in use, is found 


in Ford 


frame engineering. Ford Light Duty Half-Ton units, 


for instance 


have true truck frames—parallel side- 


rails—full SAE 34-inch width, taking standard 
bodies—rear kick-up and side-mounted spri for 
extra-low load height —alligator jaw cross-member — 


great strength an 
y. 


rigidity, for longer life to cab and 
The full-channel side-rails of Heavy a 


frames are doubled between springs, as illustra 


increasing side-rail strength 46 
struction far superior to old-fi 


D> 











Only Ford offers all these long-life fea- 
rY tures: choice of 2 great engines, the 
ia) 100-H.P. V-8 or the 90-H.P. Six— 

Flightlight aluminum alloy, 4-ring pistons 
—short, rigid, fully counterbalanced cast alloy 
steel crankshaft —big brakes, with non-warping, 
score-resistant cast drum surfaces—extra heavy 
sheet steel in fenders, hood, cowl and cab— 
4-pinion differential with triple roller bearing, 
straddle-mounted axle drive pinion. 

There are more than fifty such examples of 


MORE FORD TRUCKS 


r cent—a con- 
ioned fishplates. 





Pord Half-Ton Truck with utilities 
body by York-Hoover Corp., York, Pa, 


Ford endurance-engineering in today’s Ford 
Truck. NO OTHER TRUCK BRINGS YOU 
ALL THESE IMPORTANT EXTRA VAL- 
UES AT ANY PRICE. Each one adds to the 
years of faithful service you can confidently 
expect from your Ford Truck. Let your Ford 
Dealer point them out to you. 


FORD TRUCKS 


IN USE TODAY THAN ANY OTHER MAKE 
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SHIPS 


x*x*«k 


HYDRAULIC TURBINES 
ap eee 
ACCESSORY EQUIPMENT 


xk**k 


PRESSURE VESSELS 


x*rk 


STEEL, IRON and 
BRASS CASTINGS 


xk 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


x*k 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


INEWPoRT News, 
VIRGINIA 
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Where modern speed and efficiency are 
most important, you'll find . . 


enn ROLLING DOORS 





Kinnear Rolling Doors in one of the” 
modern shops of the Great N 
Railway Company, St. Paul Min 


You keep plant iceacy tos 2 
slumping at doorways when — 
La install Kinnear Rolling 
rs. They combine all the 
space- and time-saving : 
es of coiling upward action 
with the protective strength of 
all-metal construction, 





NEAR THE KINNEAR MANUFACTURING co. 


5 DOORS EE factories: 2060-80 Fields Ave., Columbus 16, 0. 
1742 Yosemite Ave., San Francisco 24, California 
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THE 


UNITED LIGHT 
AND 


RAILWAYS COMPANY 











oly DODGE builds 


enever you buy trucks, it will pay you 
. . « “Only Dodge Builds 
b-Rated’ Trucks.” 
the wide range of 175 Dodge Job-Rated 
pssis models—there’s the right truck to 
your job ... and to save you money. 
d when you buy a “Job-Rated” truck 

have the assurance that every unit— 


St Raled trucks 


such as the engine, clutch, transmission, 
springs and brakes—will be Job-Rated for 
top performance with your loads .. . over 
your roads. 


For maximum economy of operation— 
for long-lasting dependability—get the 
one truck that best fits your job... get 
a Dodge Job-Rated truck! 


DODGE DIVISION OF CHRYSLER CORPORATION 


IDGEY4<TRUC — 


FIT THE sos LAST LONCER PT 


] ayia tm a tn aa a 
_ > ma , - 
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MERCOID CONTROL 


TEMPERATURE ¥ PRESSURE #& LIQUID LEVEL # ETC. 


Mercury switches are used exclusively in all Mercoid 
Controls. % They insure more dependable control 
performance, and longer control life. = Write for 
Catalog N2 GOOA, for complete information 


THE MERCOID CORPORATION ¥ 4201 BELMONT AVE., CHICAGO. 41, ILL 
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SPRINGFIELD 


Serving A Great Community 


Two years from the century goal, The 
rooklyn Union Gas Company marks 
s ninety-eighth year of service to a 
reat community—and re-affirms once 
gain its confidence in the future of the 
as industry through an expansion pro- 
ram of more than ten million dollars. 
We are proud that the growth of 


@rooklyn Union has paralleled that of 


he Gas industry—and that we have had 
part in that growth. 


We are convinced that the service we 
render, and the fuel we supply have 
meant much to the growth of the fine 
community we serve. 

In the future we will keep faith with 
the industry by stressing sound business 
management—a management pledged 
to look forward and to work for the 
good of the industry and the more than 
eight hundred thousand customers we 
serve. 


THE BROOKLYN UNION GAS COMPANY 


176 REMSEN STREET - - 


- BROOKLYN, NEW YORK 
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DAVEY LIFETIME VALVE 


ASSURE PERMANENT PEAK EFFICIENC 


LOOK AT THESE 
HUSKY PARTS 4 
You'll see why Daveys built 5-10- Va 
15 years ago are running today _— 
with their original valves . . . why ef bs 
Davey is the only compressor with H 
PEAK PERFORMANCE Lifetime \. 
D 
Pl 






™ 


& 


Valves. 


“A"’ is the top of the Davey alu- 
«ninum alloy cylinder head, “‘B” the 
bottom. “C” is the extra-capacity 
intake valve that fills cylinders fast 
for highest operating efficiency.“‘D” 
is the discharge valve and “E”’ the 


valve buffer. Davey owners ~ -— t. * @ 

seldom see these parts — = gl a.) 

they last...andlast...and [| 2 aie 

keep on delivering full vol- /~  _ | ad @ ae 
ume of air. ‘ S [ 


See your Davey dealer today. Ask him 
to tell you more about PEAK PERFORM- 
ANCE Lifetime Valves in Davey units 
of 60 to 315 c. f. m. capacities. 


DAVEY 


COMPRESSOR CO. 
KENT, OHIO 





i ———— 
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HELPING BUILD WEST TEXAS AND NEW MEXICO” 
...0ur Slogan and our Pledge mmm 





OUTHERN UN1IoN has grown up with the Southwest during the past 
eighteen years, and is proud to have had a part in the development and 
industrialization of the twenty-nine New Mexico and West Texas 


towns which make up the Southern Union system. 


DEVELOPMENT of industry depends upon the source of fuel supply 

needed to power industry. The area which has an adequate supply of fuel 
is the area that is bound to develop industrially. The greatest reserve of 
Natural Gas is in the Southwest and Southern Union towns are equipped 


with a fuel supply never falling short of maximum needs. 


SouTHERN UN1on’s industrial engineers stand ready to advise and assist, 


without charge, any manufacturer with his fuel and power problems. 


IN ADDITION to providing Natural Gas 

to industries, Southern Union also 

distributes Natural Gas to thousands of 
CG | T l E $ SY E R V E 9 homes for Cooking, Water Heating, 
by Southern Union Refrigeration and House Heating. 


TEXAS Southern Union pledges its continued 
cooperation in the further development 
of this resourceful empire — the 
Southwest. 


Sout nernlf Union «.as 


sa 


OME OFFICE: BURT BLDG.. DAL EXA 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








ber 10, 1g 


ad 


rs 


er =) 








Atilities Almanack 








+ OcTOBER z 




































































h { American Water Works Association, Ohio Section, meeting begins, Columbus, 
10 T Ohio, 1946. © 
ll F 4 Midwest Gas Association and Iowa State College Gas School and Conference will be 
held, Ames, Iowa, Oct. 28-30, 1946. 
12 Se q ig gy Bar Association will hold annual meeting, Atlantic City, N. J., Oct. 28-Nov. 
13 S v7 ie ae, Electrical Peers Association will hold annual meeting, Atlantic City, 
N. J., Oct 28-Nov. 1, 
14 M § National Electronic Radio and Television Exposition begins, New York, N. Y., 1946, 
T q Virginia Independent Telephone Association will hold meeting, Richmond, Va., Nov. 
15 7, 8, 1946. 
16 W q United States Independent Telephone Association convention ends, Chicago, Iil., 1946. 
a 9 American Water Works Association, New England Section, holds meeting, 
17| T Boston, Mass., 1946. ‘ey 
18 F q{ National Farm Electrification Conference will be held, Chicago, Ill., Nov. 7, 8, 1946. 
19 Se 4 North Carolina Independent gcamnas Association will hold convention, Southern 
Pines, N. C., Nov. 11, 12, 1946. 
20 S q National Association of Railroad 4 Utilities Commissioners will hold annual meeting, 
Los Angeles, Cal., Nov. 12-15, 
21 M q South Dakota Association ~ { Electric Coéperatives will hold third annual meeting, 
Huron, S. D., Nov. 14, 
22 T* { Alabama Independent Telephone Association will hold meeting, Montgomery, Ala., 
Nov. 18, 19, . 
23 Ww bf ro agg Water Works Association, California Section, meeting begins, San Francisco, 








Cal., 1946, 
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Courtesy, Columbia Gas & kiectric Company 


A Symbol of Peace 


The Peace Monument at Gettysburg, Pennsylvania, 
gleams white in the light of its “eternal 
flame.” Natural gas serves this 
shrine. 








Public 
Utilities 


FORTNIGHTLY 


Vor. XXXVIII, No. 8 


OcToBER 10, 1946 


An Operating Company Official 
Looks at the Federal Gas Act 


Expressing only his personal opinion, Mr. Har- 

grove, in this statement, takes stock of certain adminis- 

trative problems of the natural gas industry which 
have arisen under the Federal Natural Gas Act. 


By R. H. HARGROVE* 
VICE PRESIDENT AND GENERAL MANAGER, UNITED GAS PIPE LINE COMPANY 


UR analysis should begin with a 
C restatement of the functions of 
a natural gas company under 
the Federal act. These functions are to 
purchase gas where produced and 
gathered, transport the same through 
transmission facilities, and thereupon 
sell and deliver it to the ultimate con- 
sumers, in the case of direct industrial 
sales, and to distribution companies for 
resale to ultimate consumers for both 
domestic and industrial usage. 


*For personal note, sce “Pages with the Edi- 
tors.” 
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The project requires supplies of gas 
(commonly referred to as reserves), 
labor (principally skilled), capital, and 
markets. Each component is just as es- 
sential as the others and a satisfactory 
operation requires that due regard be 
given to the interest of each group so 
that the fruits of the enterprise may be 
equitably distributed. 

At one time management was per- 
haps too prone to regard itself as ac- 
countable solely to capital and, while 
an enlightened management of today 
has full appreciation of the interest of 
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all groups, it is significant to note that 
each group today has one or more agen- 
cies, Federal or state, empowered in 
varying degrees to protect its interest. 
It might be well to point out that these 
agencies, while authorized to act pri- 
marily in the interest of one group, 
must, like management, have due ap- 
preciation for the needs of all groups in 
order to make the maximum contribu- 
tion to the enterprise and to society in 
general. For instance, it would not be to 
the best interest of capital for manage- 
ment to undertake to exact too high 
rates from the consumers and thereby 
stifle the expansion of the market. In 
the same manner, it would not be to the 
best interest of consumers to establish 
such low rates that capital can no longer 
be attracted or that suppliers of gas will 
no longer be encouraged to explore and 
discover additional reserves. Thus we 
see that the problems of management 
and regulatory agencies are indeed 
common, although their responsibilities 
may be primarily directed to different 
groups. 


HILE the Natural Gas Act was 

enacted for the primary purpose 
of imposing regulation on rates and 
charges for gas sold in interstate com- 
merce to local distributing companies 
for resale to ultimate consumers, the 
provisions of the act are so broad and 
the impact of this regulation is so im- 
portant that as a practical result the 
economy of natural gas companies in 
all their operations can either be nur- 
tured or destroyed by the manner in 
which the act is administered. This re- 
sponsibility becomes even more grave 
in the light of the tendency of the Su- 
preme Court, as evidenced in its recent 
decisions, to refuse to review the or- 
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ders of the commission except to de- 
termine if the end result is disaster or 
confiscation. The end result of any one 
order could seldom be disaster. The 
cumulative result of a series of orders 
could well be disaster. This existing 
legal situation makes it highly impor- 
tant that the Federal Power Commis- 
sion should be certain, in the issuance 
of its important orders, that such are 
not merely legally supportable, but that 
they are just, fair, and reasonable. The 
responsibility of the administrative 
function is tremendously increased by 
reason of this present viewpoint of the 
courts in testing the validity of admin- 
istrative action. 

With these objectives in mind, what 
steps should be taken, legislative or ad- 
ministrative, to accomplish the most 
beneficial results ? 

With full appreciation of my own 
shortcomings, and claiming experience 
as my only support, I respectfully sub- 
mit certain suggestions. 

First, uncertainty as to legislative in- 
tent should be removed. The commis- 
sion and the industry should cooperate 
in seeking legislative clarification of the 
important questions, even though it 
might be necessary to submit different 
viewpoints as to the proper solution. 
No possible permanent good can result 
from leaving the determination of 
these important issues, legislative by 
nature, to the Supreme Court when 
Congress is available for clarification. 

The issues I refer particularly to are: 

(1) The extent to which “produc- 
tion and gathering” are excluded from 
the jurisdiction of the commission. 

(2) The extent to which direct sales 


are excluded from the jurisdiction of 
the commission. 


(3) Restriction on the use of gas by 
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application of the so-called “superior 
end use” theory. 


All of these issues are of vital im- 
portance to the development of the in- 
dustry and the unwise resolution of 
any one of the three might cause ir- 
reparable injury. 


22 up the issues in the order 
named, § 1(b) of the Natural Gas 
Act specifically provides that the act 
shall not apply to the production or 
gathering of natural gas. The impor- 
tance of this exception lies in the fact 
that while “natural gas companies” 
frequently produce and gather (either 
directly or through affiliates or sub- 
sidiaries) portions of their supplies, 
the preponderance of gas produced and 
gathered is by individuals and com- 
panies who are not otherwise “natural 
gas companies.:’ To subject these in- 
dividuals and companies to the admin- 
istration of the act would be to multi- 
ply tremendously the administrative 
burdens of the act. Further, it would 
subject another industry—namely, the 
oil industry, already regulated by sev- 
eral agencies—to additional regulation, 
in part at least, by the Federal Power 
Commission. As I shall attempt to de- 
velop more fully later, any partial mod- 
ification or qualification of this excep- 
tion will bring about this result. 

But first let us see how the industry 
and the commission, respectively, in- 
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terpret this exception. The industry’s 
interpretation has, I believe, been con- 
sistent from the beginning in that the 
exemption of production and gathering 
was complete, extending to field sales 
made by producers or gatherers, even 
though the gas covered by such sales 
eventually moved in interstate com- 
merce and was so destined at the time. 
The commission’s viewpoint, which 
has developed with some apparent var- 
iations, is probably summarized in the 
brief of its counsel in successfully ar- 
guing for the commission’s jurisdiction 
before the Fifth U.S. Circuit Court of 
Appeals in the recent case of the Inter- 
state Natural Gas Company of Louisi- 
ana. This brief stated in part: 


Congress intended by the exemption to ex- 
clude the commission from the field of direct 
regulation of the activity of “production and 
gathering of natural gas” presently occupied 
by the states, but it did not intend by that 
exemption to nullify the jurisdiction given 
the commission in the act to regulate inter- 
state wholesale rates. 


—and at a later point in the same brief 
as follows: 


The meaning of “production” and “gather- 
ing” therefore cannot include sales in inter- 
state commerce since “production” cannot be 
“interstate commerce” and “gathering,” 
being transportation, cannot include a sale. 

Inescapably, we must conclude that 
we have a clear-cut difference of inter- 
pretation as to whether a sale made to 
a natural gas company by a producer 
or gatherer is subject to regulation by 
the commission under the act. Where 


7 


agement to undertake to exact too high rates from the con- 


q- ... tt would not be to the best interest of capital for man- 


sumers and thereby stifle the expansion of the market. In 
the same manner, it would not be to the best interest of con- 
sumers to establish such low rates that capital can no longer 
be attracted or that suppliers of gas will no longer be en- 
couraged to explore and discover additional reserves.” 
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a reasonable doubt exists in respect to 
a matter so vitally important, the ulti- 
mate determination should not hinge 
on the uncertain outcome of a closely 
contested rate case. 

Industry and the commission should 
join in a request to Congress for clarifi- 
cation of this issue. 


N as to the merits of a proposal 
to subject such sales to the regu- 
lation of the commission under the Nat- 
ural Gas Act, let us consider both the 
desirability of such a move and the ex- 
tent to which we would be led thereby. 

First, let us assume, validly I believe, 
that, in the absence of Federal Power 
Commission regulation, such sale 
would be unregulated. We then would 
rely on the fundamental premise of sup- 
ply and demand to control the transac- 
tion. I believe we will all agree that 
supply and demand are the most desira- 
ble of all controls, provided (a) no 
monopoly exists, and (b) there is no 
artificial restraint of the normal opera- 
tion of these factors, nor any perma- 
nent disproportion existing. Certainly 
no monopoly exists, as is witnessed by 
the fact that natural gas is produced 
and gathered both by small independ- 
ents, owning in some instances only one 
well, and by the largest oil companies 
in the country with hundreds of wells 
and hundreds of miles of pipe lines. 
More than 8,000 operators are engaged 
in this production phase of the business. 
While the balance between supply and 
demand is heavily in favor of supply 
at this time, expansion of the markets 


is taking place and will continue to do 


so in a healthy manner unless restrained 
by unwise restrictions, Over a reasona- 
ble span of years the pendulum will 
doubtlessly swing back and forth, af- 
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fording the most desirable of all con- 
trols, supply and demand, the heritage 
of a free enterprise. 

Let us now turn to the implications 
that accompany the consideration of 
regulation of sales made by producers 
and gatherers. If such sales are to be 
regulated, and if the service at cost 
theory is to be followed, then it would 
be necessary for the commission in fix- 
ing the price at which such sales are to 
be made to ascertain in each instance 
the cost to the producer or gatherer, in- 
cluding return on the capital employed. 
The magnitude of such an undertaking 
staggers the imagination, since it would 
involve the classifying as natural gas 
companies of thousands of individual 
well owners and small oil and gas pro- 
ducers, each of whom would be re- 
quired to file contracts, financial re- 
ports, and statistical information,.and 
be subject to the certificate powers as 
well. It would require a determination 
of the value of the property used, pre- 
sumably on an original cost basis, the 
accrued depreciation or depletion, and 
many other factors. In the instances of 
large oil company producers, it would 
entail analysis of plant accounts and al- 
location of cost far beyond that yet en- 
countered in dealing with natural gas 
companies. 


HAT would be the practical re- 

sult of all of this? Perhaps the 
most disastrous and immediate result 
would be the discontinuance by large 
oil companies and other producers, as 
soon as contractual obligations would 
permit, of further sales to natural gas 
companies. This action would imply no 
disrespect for or lack of confidence in 
the Federal Power Commission. On 
the contrary, it would be based on the 
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Manner of Administering Gas Act 


viet, haps the Natural Gas Act was enacted for the primary purpose 
of imposing regulation on rates and charges for gas sold in 
interstate commerce to local distributing companies for resale to ulti- 
mate consumers, the provisions of the act are so broad and the impact 
of this regulation is so important that as a practical result the economy 
of natural gas companies in all their operations can either be nurtured or 
destroyed by the manner in which the act is administered.” 





unwillingness to,bear the added cost of 
conforming to this regulation, affect- 
ing a minor phase of their business but 
involving costly studies of their busi- 
ness as a whole. Bear in mind, they do 
not have to market their gas to natural 
gas companies in order to dispose of 
the same. There are several alterna- 
tives; for example, intrastate gas com- 
panies exist in many states and already 
afford keen competition to natural gas 
companies in the purchase of gas, which 
competition would be unduly and un- 
warrantedly accentuated. Also, possi- 
ble outlets exist in the development of 
the Fischer-Tropsch process, chemical 
uses, and other allied activities. Final- 
ly, the gas, in many instances, could be 
recycled and returned to the horizon 
for later usage; in effect, storage not 
because of technical need but to avoid 
sales under arduous circumstances. All 
of this would operate to suppress the 
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free access of natural gas companies to 
gas reserves of the nation, making 
service to their customers more costly 
and imperiling their sources of supply. 

To both industry and the commis- 
sion I say, let us unite to resolve this 
problem promptly and constructively 
so that these two great natural resource 
industries can move forward on this 
score with confidence and assurance. 

Let us now proceed to analyze the 
so-called “end use” theory. This theory 
holds that 

(a) Natural gas is a rapidly dimin- 
ishing irreplaceable fuel. 

(b) Because of supposed relative 
scarcity, its use should be restricted; 
hence that certain uses to which natural 
gas may be put are “superior” to other 
uses. Presumably the term “superior” 
is intended to mean that greater. 
eventual benefits will accrue to society 
in general, particularly with respect to 
the economic and social standards of 
generations as yet unborn. 
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Before proceeding to the merits of 
the theory, let me call attention to the 
fact that the “end use” theory has, in 
the minds of some, been confused with 
the principle of restricting exportation 
of gas from gas-producing states for 
the benefit of the citizens of the state 
where such gas is produced. Actually, 
the two theories are fundamentally un- 
related. One proposes restrictions along 
lines of functional usage, while the 
other proposes restrictions along geo- 
graphical lines. The confusion, how- 
ever, has become alarming and a word 
of caution should be said to those who 
might seek to woo one, only to awaken 
and find they have married the wrong 
girl. 

Returning to the “end use” theory, 
the evidence in the recently concluded 
natural gas investigation of the Fed- 
eral Power Commission is so over- 
whelming and so convincing that nat- 
ural gas is neither rapidly diminishing 
nor an irreplaceable fuel that to fur- 
ther belabor the question is quite un- 
necessary. 


oe lest its ghost should 
walk again, I would like to offer 
a further observation as to the “supe- 
rior use” theory of regulating gas 
sales. To what extent must the ego of 
man lead to assume that one can today 
be possessed of the intelligence and 
foresightedness to be able to determine 
to what uses natural gas could best be 
put for the eventual benefit of unborn 
generations! I think this observation 
would be true at any time in history, 
in support of which I submit that if 
this matter could be set back one hun- 
dred years the same advocates of the 
theory would save all gas for street 
lighting to prevent murder and disaster 
OCT. 10, 1946 


in the dark nights to follow the exhaus- 
tion of gas, blissfully ignorant of the 
coming discovery by Mr. Edison of the 
incandescent lamp. Surely today, with 
science not only harnessing the re- 
sources of the earth, but even seriously 
studying the possibilities of energy 
from the sun, it is fantastic indeed to 
assume we can analyze the power and 
fuel needs of the generations to fol- 
low. Let’s be realistic, and let’s be prac- 
tical. 

Next, as to administration problems 
resulting from the exercise of rate-fix- 
ing powers by the Federal Power Com- 
mission. It is the duty of the commis- 
sion to determine that rates, charges, 
and practices of natural gas companies 
with respect to transportation or sales, 
subject to the jurisdiction of the com- 
mission, are just and reasonable and 
nondiscriminatory. This, of course, is 
the all-important task assigned the com- 
mission under the act. It is noteworthy 
that the act makes no attempt to lay 
down standards for the determination 
of whether rates and charges are just 
and reasonable. Undoubtedly this was 
well considered and presumably it was 
felt that the greater the latitude in this 
respect, the more flexibility the commis- 
sion would have in adjusting its find- 
ings to changing economic conditions. 
There is much merit to this position. 
However, when this latitude is contem- 
plated in the light of the tendency of 
the Supreme Court to look to the end 
result only of the commission’s orders, 
it must impressthecommission forcibly 
indeed with the weight of its responsi- 
bilities. Particularly with this in view, 
and again with all deference, may I 
suggest the desirability of examining 
anew some of the principles heretofore 
established by the commission in de- 
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termining the reasonableness of rates 
and charges. 


RE it seems well established by 
the commission’s orders that for 
regulated rates to be just and reasona- 
ble they must produce results which 
will equal the cost of service, including, 
of course, return on the property used. 
There seem to be few differences on 
this point. The difficulty presented is 
in determining what constitutes cost of 
service. By far the most important ele- 
ments of cost of service are return on 
property used, and cost of or value to 
be placed on supplies of gas received at 
the input or inputs of the transporta- 
tion facilities. It is in regard to the 
proper method of computing these 
costs that we find such widely varying 
opinions. 

To dispose of, the least complicated 
of the two first—namely, the value to 
be placed on gas delivered into the 
transportation facilities—it should be 
noted that the commission has shown 
little inclination to question the inclu- 
sion in full of cost of gas purchased 
from nonaffiliated suppliers. So long 
as this policy is followed, the problem 
is narrowed to gas supplied by natural 
gas companies, or affiliates or subsidi- 
aries thereof. 

Original cost valuation of produc- 
tion properties is unfair, illogical, and, 
in its final analysis, fundamentally un- 
sound. The results to which this situa- 


tion may lead us can be focused very 
simply. To place natural gas companies 
in a position where they will be re- 
quired to use their own gas supplies on 
a basis resulting in their realizing less 
than nonaffiliated companies selling in 
the same markets, results not only in 
arresting the further exploration and 
development on their part of gas re- 
serves, but the gradual liquidation of 
their presently owned reserves. The ef- 
fect of this would be to weaken the 
stability of pipe-line enterprises to the 
detriment of the very group for which 
protection is sought; namely, the con- 
sumers. 


|” eeeeagmcnece in such instances 
where natural gas companies per- 
form services with respect to their own 
production over and above the delivery 
of gas under conditions assumed by 
nonaffiliated suppliers, the value of 
such additional services must be recog- 
nized. For illustration, the maintenance 
of reserves which are produced at 
lesser current rates in order to assure 
future supplies, and the drilling of ad- 
ditional wells to meet temporary peak- 
load conditions but producing low an- 
nual deliveries, are all matters of value 
to the pipe-line enterprise which must 
be recognized. The producing phase 
of the business must be maintained in a 
healthy condition, and to do so it must 
be afforded full benefits of a competi- 
tive market. 


. . 


termine that rates, charges, and practices of natural gas 


q.: is the duty of the [Federal Power] commission to de- 


companies with respect to transportation or sales, subject to 
the jurisdiction of the commission, are just and reasonable 


and nondiscriminatory. This .. . 


is the all-important task 


assigned the commission under the act.” 
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AX to the remaining components of 

cost of service, the return on 
capital employed, or property used, is 
the important item and the one where- 
in we see such widely varying views. 
The problem lies in determining the 
value or cost of the property used and 
the allowable return thereon, and in 
allocating such property between regu- 
lated and nonregulated business direct- 
ly or through allocation of return as a 
resultant expense. 

It should be noted that while the 
commission has received evidence as to 
the fair value of property used on 
different bases, including the reproduc- 
tion cost new less observed deprecia- 
tion theory, it has, to the best of my 
knowledge, and with the exception of 
certain interim orders, relied unwaver- 
ingly on original cost less accrued de- 
preciation. 

I have already expressed my feeling 
that the determination of original cost 
is wise. I say this because I feel it is 
the nature of an inventory of property 
which in instances has passed through 
many ownerships over a long period of 
time and that a knowledge of the origi- 
nal cost of the property is most helpful 
for many purposes. I cannot bring my- 
self to the conclusion, however, that 
unadjusted original cost can be proper- 
ly used to determine the cost of service 
incident to the return on property used. 
Certainly, original cost cannot be said 
to evaluate current cost at any time 
other than the date of construction, ex- 
cept as a result of a striking coincidence. 

The proposal I offer for considera- 
tion is by no means novel, except as to 
details, but the principle involved has 
perhaps not had the attention it de- 
serves. The principal items of expense 
in the construction of pipe-line facilities 
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are steel and labor. The others can be 
disregarded either as unimportant or 
as following the trend of steel and la- 
bor costs. Therefore, why not develop 
a simple index weighting the cost per 
ton of steel and the cost of labor, which 
figures are readily available from 
recognized sources, and apply this in- 
dex to the original cost of property in 
question to upgrade or downgrade the 
cost as the case may be, to convert 
original cost to current cost. It could be 
done with little effort or expense and 
would be just as definitive and free 
from uncertainties of estimates as 
original cost itself. 

While I offer the suggestion strictly 
on its merits, and I am certain that is 
the basis upon which it will be con- 
sidered, I suggest a thought which, 
from the viewpoint of the consumer, 
might be very attractive. If for the 
past five years we have been at the peak 
of an economic cycle, as most econo- 
mists seem to believe, when we enter 
into the valley of the cycle, original 
cost of facilities recently constructed, 
adjusted as I have outlined, would re- 
flect cost of service better related to 
economic conditions at that time than 
by the method presently employed. 


N the establishment of the rate base 
the question of whether the accrued 
depreciation should be deducted is also 
of paramount importance. If the de- 
duction is proper, to fail to recognize 
this fact would be to unduly penalize 
the consumers. On the other hand, if 
the deduction is improper, to insist upon 
its being deducted results in confisca- 
tion. 
In the light of the importance of this 
problem and the attention that has 
been given to it, it is difficult to under- 
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Matters of Value to Pipe-line Enterprise 


“. . . the maintenance of reserves which are produced at lesser current 

rates in order to assure future supplies, and the drilling of additional 

wells to meet temporary peak-load conditions but producing low annual 

deliveries, are all matters of value to the pipe-line enterprise which must 

be recognized. The producing phase of the business must be maintained 

in a healthy condition, and to do so it must be afforded full benefits of 
a competitive market.” - 





stand the confusion that exists. Per- 
haps the confusion exists because the 
manner in which the rate base and the 
accrued depreciation are determined 
controls the propriety of the deduction. 
Certainly if the rate base is established 
as the reproduction cost new and the 
accrued depreciation is established by 
observation, then the accrued deprecia- 
tion should be deducted. 

With equal certainty, if the rate base 
is established as original cost, or ad- 


justed original cost, and the accrued 


depreciation established by the service- 
life method, then the accrued deprecia- 
tion should not be deducted. The im- 
portant point to be remembered is that 
under this service-life method the de- 
preciation is accrued not for the pur- 
pose of returning invested capital to 
stockholders, but for the purpose of 
establishing a fund to maintain the 
physical integrity of the property so 


that it may continue to render adequate 
service to the consumers without inter- 
ruption. Accumulated depreciation 
funds may not be disbursed to the stock- 
holders but are trust funds for specific 
purposes. To make the deduction under 
this latter condition is to confiscate the 
property of the company, day by day, 
and bit by bit, for the use of the con- 
sumer. I would like to add that I am 
familiar with the commission’s prac- 
tice, in some instances at least, of ap- 
proving this deduction, and I appre- 
ciate the gravity of my statement. The 
seriousness of the situation compels me 
to make the statement. 

To prove my point I submit that in 
a static property whose plant account 
is unchanging, the ultimate result will 
be to extinguish the rate base (except 
for working capital and other minor 
items ), thereby completing the transfer 
of the property from the company to 
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the consumers. Legal title would, of 
course, remain in the company, but a 
sort of trusteeship would prevail. Can 
it be successfully argued that such was 
the result intended by Congress in the 
enactment of the Natural Gas Act? I 
do not think so. 

It is no answer to say that few prop- 
erties are static and that it would take 
many years to achieve the ultimate. 
This only argues that the impact is 
mitigated, but the illustration of what 
is taking place is still valid. 


huss practice in this respect that the 
commission has heretofore ap- 
proved is far too serious in its immedi- 
ate results and in its implications to per- 
mit it to become a fixed policy. It should 
be forthwith reviewed with care and 
thoughtful consideration, and I believe 
that this commission will do so. 

Let me hasten to add that I do not 
mean to imply by the above remarks 
that I consider that the consumer is 
entitled to no accounting on the ac- 
crued depreciation reserve. To take this 
view would be just as illogical in the 
opposite manner as sanctioning the de- 
duction. 

After the cost of service has been de- 
termined, and before fixing the rates 
to be charged, there should be credited 
to the cost of service an amount repre- 
senting the reasonable earnings at- 
tributable to the reserve. This may be 
determined in several ways. In my 
opinion, the best approach incorporated 
in any recent regulatory orders, with 
which I am familiar, was the one used 
by the Missouri commission in Re Gen- 
eral Order No. 38-A, 62 PUR(NS) 
129, dated December 28, 1945. In this 
instance it will be recalled that the Mis- 
souri commission concluded to credit 
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the consumers with an amount equal 
to 3 per cent on the accrued reserve ac- 
count. While this seemed to me to be a 
satisfactory treatment, a more exact 
method might be to analyze the reserve 
account and determine exactly what use 
had been made of the funds. To the 
extent they were reinvested in the 
property of the company, the appro- 
priate return for such usage could be 
used. To the extent that they have not 
been so invested, then the actual yield 
received or that available from short- 
term government securities could be 
used. I do not advocate any precise 
method of determining the amount to 
be credited as reserve account earning. 
I merely say the determination should 
be made, reasonably and realistically, 
and that when made it should be 
credited to the cost of service. 

The rate of return is an item I feel 
unable to discuss from the standpoint 
of attracting capital as I am not quali- 
fied to judge the investor’s appraisal. 
I do desire, however, to suggest that 
more consideration be given to the 
competitive phases and to the risk fac- 
tor of our industry. My point is that 
we are more marketers of a natural re- 
source in a competitive fuel market 
than we are operators of utility prop- 
erties, as that term is generally under- 
stood. Perhaps the answer lies in more 
consideration to the particular case at 
hand rather than following an estab- 
lished rate for the industry as a whole. 


ot establishment of a rate of re- 
turn should, I believe, be done with 
a view toward a span of years rather 
than on the basis of a fluctuating day- 
by-day money market. This is true be- 
cause the need for additional capital 
for expansion is present with most nat- 
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ural gas companies consistently and the 
need for a rate of return adequate to at- 
tract capital is felt not only at the time 
of some major financing, but currently. 

Unfortunately the problem is so in- 
volved with opinion rather than fact 
that precise control is difficult. Some 
relief could be afforded by segregation 
of property values, as between regulated 


and nonregulated business, to the full- 
est extent possible, which would oper- 
ate to mitigate the effect of an un- 
fortunate allocation. Fundamentally, 
however, the answer must be found in 
the conscientious consideration of the 
problem by the commission with full 
regard to the importance of the issues 
involved. 


























“ae BELIEVE our way to solid ground and the preservation 
of our type of government depends upon reverting to 
personal responsibility. No form of government demands per- 
sonal responsibility and personal discipline more than ours. 
The representative government, born with the Constitution, was 
the work of men with deep-seated religious beliefs, fired with a 
devotion that demanded personal responsibility. 

“I have stood at the grave of George Washington and in a 
spirit of pride and patriotism have thought of the great sacrifices 
he made to set this great country on its way. I have stood with 
hat in hand at the shrine of Lincoln and read his Gettysburg 
address and second inaugural speech with a deep sense of the 
great personal sacrifice of the man in the preservation of the 
Union. I have wandered through the colonial buildings at Wil- 
liamsburg, the buildings which revive our traditions and bring 
to mind the great personal responsibility of our founding 
fathers. ... It seems to me that if, in this period, we can go 
back to tradition, we can emulate the sacrifices made for liberty 
of the individual and for the public weal. . . . In the evolution 
of this transition we must be truthful in our changes if we are 
to evolve the ethics of tomorrow. Evasion will not suffice. We 
must learn how to live together in peace the world over. My 
experience in business has taught me the value, stressed in 
legal training, of determining the facts. Most propositions 
have an easy solution once the true facts are established.” 


—Justin R. WHITING, 
President, Commonwealth & Southern Corporation. 
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Which Way Does 
Probe Point? 





FPC Gas 


Here is a forward-looking analysis of the more significant evidence developed 

at the recent special investigation of the natural gas industry held by the Fed- 

eral Power Commission, and some speculation as to where the FPC can go 
from here. 


By SAMUEL H. CROSBY* 
COUNSEL, E. HOLLEY POE & ASSOCIATES 


, \nE Federal Trade Commission’s 
investigation of the natural gas 
industry, completed in 1935, re- 

sulted in the passage of the Natural Gas 
Act in 1938. The recent reinvestigation 
of the industry by the Federal Power 
Commission was primarily a survey 
of national gas resources as of today, 
of how gas is being produced and used, 
and of public and industry opinion of 
the commission’s eight years of admin- 
istration of the Natural Gas Act. 

The printed record of the Trade 
Commission’s investigation fills more 
than 50,000 pages, more than 60 vol- 
umes. Dwarfed by comparison, the 
Power Commission produced less than 
15,000 transcript pages, the testimony 
of more than 300 witnesses, and less 
than 500 exhibits. Hearings in eight 
cities occupied eighty-five hearing days. 





*For personal note, see “Pages with the Edi- 
tors.” 
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Speculation concerning the use to be 
made of this mass of material by the 
Federal Power Commission is not con- 
fined solely to representatives of the 
regulated industry. State officials in 26 
gas-producing states and 33 consuming 
states (plus the District of Columbia) 
recorded their views and their interests 
at the hearings. 


 & has been asserted that the commis- 
sion has a definite legislative pro- 
gram to present to Congress in the in- 
terest of which the investigation was 
ordered. The commission has officially 
and publicly denied that it has such a 
program and the denial is entitled to 
the fullest acceptance. 

During the year which elapsed be- 
tween the adoption of the order initiat- 
ing the investigation and the com- 
mencement of actual hearings, two 
commissioners resigned and a new 
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chairman and vice chairman were ap- 
pointed. Rumors of further changes 
have been variously conjectured. Of 
the new commissioners, the one with 
previous regulatory experience has been 
for months out of the country on a 
foreign assignmént. Of course, the 
commission is mildly alerted by the 
recent creation of an oil and gas divi- 
sion in the Department of the Interior 
and may not be unaware of possible 
raids upon its broad administrative 
domain by either of several agencies in 
addition to Interior. 

If a legislative program had been 
formulated before the investigation 
was ordered in September, 1944, 
changed conditions and changed per- 
sonnel would suggest the unlikelihood 
of adherence to any original plan. Fur- 
thermore, the commissioners have 
given ample evidence of their deep in- 
terest in the basic factors relating to 
controversial areas in the regulation of 
the natural gas industry; and the facts 
have been fully and frankly presented. 


N general, it may be said that an un- 
usual record was presented without 
essential disharmonies by parties at in- 
terest which may be grouped as fol- 
lows : (a) the natural gas industry ; (b) 
the suppliers of gas; (c) the regulatory 
commissions of the states where oil 
and gas are produced; (d) representa- 
tives of the Oil Compact Commission ; 
(e) industrial consumers ; and (f) do- 
mestic consumers. The governors of 
states, Congressmen, mayors, state 
commissioners, and technologists all 
had earnest words to say, supported to 
an unusual degree by factual and scien- 
tific data to which the Bureau of Mines 
and the gas-producing states valuably 
contributed. 


WHICH WAY DOES FPC GAS PROBE POINT? 


465 





O’ all permanent agencies of gov- 
ernment, the Federal Power 
Commission comes closest to the peo- 
ple. No other agency has been granted 
more comprehensive regulatory powers 
and this is particularly true regarding 
its control of the natural gas industry. 
The Natural Gas Act goes the abso- 
lute limit in congressional delegation of 
legislative authority, and the Supreme 
Court (not always unanimously) has 
fully implemented the commission’s ex- 
ercise of administrative discretion. 

This being true it must be assumed 
the members of the commission, able 
and high-minded individuals, can ad- 
vocate no policies inimical to the public 
interest. They will be wiser than, by 
devious administrative means, to foist 
tenuous ideologies upon the nation. 
The conspicuous grant of unlimited 
legislative authority bestowed upon 
them by a seemingly indifferent Con- 
gress demands of them restrained and 
deliberate regulatory policies. 

Representatives of the natural gas 
industry, at the commission’s sugges- 
tion, prepared a broad industry case, 
presented mostly by qualified witnesses 
not regularly employed by the natural 
gas companies. Near the conclusion of 
the lengthy hearing the industry made 
its practical suggestions to the commis- 
sion and by the form and substance of 
the proposals the industry tacitly rec- 
ognized the commission’s ascendant 
authority. 

Concisely, the commission was peti- 
tioned to cut unnecessary red tape and 
simplify various vexatious bureaucratic 
and legalistic procedures having little 
or nothing to do with administrative 
purposes. It was politely but pointedly 
requested to carry out the obvious con- 
gressional intent that normal expansion 
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and extensions of facilities to adequate- 
ly serve the public should be permitted 
without administrative obstruction. 
While the industry case tacitly recog- 
nized the unparalleled regulatory au- 
thority of the commission delegated by 
the Congress and confirmed by the Su- 
preme Court, the suggestion was made 
and often reiterated that the commis- 
sion refrain from the full application 
of this authority. 


.’ was clearly shown by uncontro- 
verted evidence that new gas re- 
serves are still being discovered faster 
than known reserves are being used; 
that, when natural gas becomes insuffi- 
cient for public demand, all transmis- 
sion and distribution systems can be 
fully and economically supplied at the 
coal beds with gas made from inferior 
grades of coal, adequate to supply the 
nation for hundreds of years; and, 
finally, there was a startling revelation 
of the results and technological cer- 
tainties relating to the development and 
application of atomic energy for pub- 
lic benefit in our day. 

Disregarding the annoyances and 
expense of unnecessarily complicated 
procedures and routine reports, the in- 
vestigation high lights three particular 
areas of controversy. The industry 
made no issue of the decreasing return 
allowed by the commission upon its 
multibillion-dollar investments in inter- 
state pipe lines. Only one witness for 
the industry—and he but briefly—men- 
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tioned the obvious implications of the 
commission’s depreciation policies, 
concerning which both electric and gas 
utilities have good cause for the great- 
est concern. 

With the exception of the state of 
Louisiana, the representatives of every 
gas-producing state and of all oil and 
gas producers were unanimous in their 
warning that the Federal Power Com- 
mission will seriously harm the cause 
of conservation and interfere with the 
free operation of sound economic prin- 
ciples if it attempts to move in upon 
the production of gas and bring under 
its regulation suppliers of pipe lines. 

Recent important court decisions in- 
dicate that the commission may fix the 
price of gas at the wellhead whenever 
that gas subsequently moves in inter- 
state commerce. Representatives of the 
oil and gas industry warned the com- 
mission that if it possesses such power 
it will be in the public interest to re- 
frain from its exercise. It was made 
clear that the tremendous volume of 
gas which lifts petroleum out of the 
depths in thousands of oil wells will 

continue to be vented to the air if by 
saving and selling the gas to an inter- 
state pipe line the oil producer becomes 
subject to regulation and price fixing. 


y also was an almost unanimous view 
of state and industry witnesses that 
the commission should abandon its in- 
explicable attempt to control the “end 
use’ of gas. In this matter, however, 


e 





“THE recent reinvestigation of the [gas] industry by the Fed- 
qj eral Power Commission was primarily a survey of national 


gas resources as of today, of how gas is being produced and 
used, and of public and industry opinion of the commission’s 
eight years of administration of the Natural Gas Act.” 
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it should be stated that the commission 
recently removed restraints imposed 
upon an important eastern supplier 
with the explanation that the limita- 
tions had originally been imposed be- 
cause of wartime uncertainties of sup- 
ply and demand and because of which 
the commission had felt constrained to 
limit pipe-line deliveries to normal re- 
quirements of the wholesale customers 
already attached. 

Coal producers have frequently in- 
tervened before the commission in op- 
position to the extension of natural gas 
service, objecting particularly to such 
competition as boiler fuel supply on the 
ground that such a use is “inferior” and 
that natural gas should be conserved for 
“superior” uses, such as annealing and 
heat treating of metals in industry, 
space heating, and domestic usages. 
The commission has inclined to share 
these views and in one important case 
(in which a rehearing was ordered and 
is still pending) forbade the company 
to furnish fuel to fire a high-pressure 
boiler in an electric generating plant be- 
cause coal is available and the substitu- 
tion of gas would destroy the market 
for 30,000 tons of coal annually. 

There is reason to believe that the 
commission has had sufficient experi- 
ence in its experiments with “end use” 
control, imposed through the exercise 
of its statutory authority to attach 
“reasonable conditions” to its certifi- 
cates of public convenience and neces- 
sity, to realize that its administrative 
difficulties are multiplied by the prac- 
tice beyond any proportionate public 
benefit. 

The third area of controversy is the 
control and regulation of the sale of 
natural gas to particular industries, 
direct sales from the interstate pipe 
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lines, usually on an “off-peak” and “in- 
terruptible” basis. The Natural Gas 
Act gives the commission primary 
jurisdiction over the wholesale business 
of supplying distributors, “sales for re- 
sale.” The commission disclaims 
authority to deny direct sales “as such,” 
but insists that the pipe-line company 
must obtain a certificate of public con- 
venience and necessity before the indus- 
try can be attached and the gas de- 
livered. Various legal battles are now 
in process involving this issue and re- 
cently the state commissions of Indiana 
and Michigan moved in to supply such 
regulation as may be needed in these 
States. 


HE Natural Gas Act, passed in 
1938, was amended at the request 

of the commission in 1942. At that 
time the commission asked Congress 
for control over direct pipe-line sales 
and service, with jurisdiction to fix 
rates, but this was denied. This class of 
business is, of course, highly competi- 
tive with coal and the price of coal is 
subject only to wartime regulation. 
However, since Congress did not act to 
enlarge the commission’s jurisdiction 
in this regard, the National Association 
of Railroad and Utilities Commission- 
ers is actively supporting the Indiana 
and Michigan commissions in the 
supreme courts of the respective states 
where test cases are now pending, and it 
may well be that the regulatory com- 
missions of consumer states will obtain 
high-court sanction to regulate direct 
industrial sales of pipe-line companies. 
The natural gas industry, independ- 
ent producers, and various state com- 
missions, as well as representatives of a 
considerable variety of manufacturers, 
spokesmen for cities and towns, gov- 
OCT. 10, 1946 
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Control of Natural Gas Industry 


6¢ O F all permanent agencies of government, the Federal Power Com- 

mission comes closest to the people. No other agency has been 
granted more comprehensive regulatory powers and this is particularly 
true regarding its control of the natural gas industry. The Natural Gas 
Act goes the absolute limit in congressional delegation of legislative 
authority, and the Supreme Court (not always unanimously) has fully 
implemented the commission’s exercise of administrative discretion.” 





ernors, and Congressmen—a host of 
witnesses — presented to the commis- 
sion in detail the concern of the gas- 
producing states for larger, unrestrict- 
ed markets. The consumer states were 
outspokenly eager for unlimited sup- 
plies of gas. Generally, there was 
emphasis upon the desirability of a 
minimum of Federal regulation and no 
complaint anywhere that retail prices 
for gas are excessive. On the basis of 
calorific value, consumer costs are 
usually lower than competitive fuels 
even in markets far distant from the 
area of production. 

Having made its position clear at 
hearings in the producing states and by 
numerous witnesses in the final hearing 
in Washington, the industry proposed 
to the commission improvement of 
mutual relations by specific changes in 
commission policies and procedures. 


Le gree wartime the Natural Gas 
Act was amended to provide for 
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the issuance of certificates of public 
convenience and necessity before the 
utility can increase or extend its facili- 
ties. All new construction was con- 
trolled by the War Production Board 
and few major projects were author- 
ized, the principal ones being a, new 
main and several connecting lines to 
bring Texas gas through West Vir- 
ginia to the Consolidated and Columbia 
systems, rendered necessary by in- 
adequacy of supply in the Appalachian 
area; and a new connection with an 
established line from the Panhandle- 
Hugoton fields to the Cleveland area. 
Under these conditions there were 
relatively few applications filed for cer- 
tificates, and hearings upon those filed 
ordinarily consumed considerable time. 
The applicants were required to submit 
voluminous data and, partly because 
of a depleted staff, the time lag between 
the filing of an application and the issu- 
ance of a certificate was considerable. 
For illustration, in five certificate cases 











where coal-railroad-labor interveners 
participated actively, there were a total 
of 111 hearing days and over 16,000 
pages of transcript. More than 4,500 
pages of the transcript resulted from 
the unrestricted participation of at- 
torneys for the interveners. 
Immediately upon the Japanese sur- 
render and the removal of restrictions 
upon materials, new applications were 
filed in great number and, on January 
30, 1946, the commission listed with a 


congressional appropriations com- 
mittee 102 certificate applications then 
pending. 


A month or two later the commis- 
sion abolished formal hearings in 
cases where no protest was filed and, by 
a general order, provided for the issu- 
ance of certificates in such cases upon 
written evidence submitted under oath. 
This was a great step forward, but 
further simplification was requested by 
the Natural Gas Industry Committee. 


HE Administrative Procedure 

Act, passed by the Congress just 
before adjournment, permits a time lag 
for compliance and the Industry Com- 
mittee suggested that the commission 
might immediately conform its rules to 
the provisions of that act. This the 
commission has since done. 

Opposition of coal-railroad and la- 
bor interests to new transmission lines, 
or any increase of the capacity of old 
lines, has been persistent and de- 
termined. The rules and practices of 
the commission have freely permitted 
the intervention of these interests and, 
in almost all hearings, attorneys for 
these interveners have participated 
conspicuously. The Industry Com- 
mittee suggested a sharp tightening up 
of the commission rules governing in- 
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terventions and that no one be per- 
mitted to intervene and participate in 
any hearing until he shall establish the 
statutory status prescribed for interven- 
tion. The Natural Gas Act says the 
commission may permit intervention by 
a “competitor” of the applicant, or by 
one appearing “in the public interest.” 
The coal-railroad-labor group could 
hardly qualify if the statute is followed. 

When the certificate procedure was 
prescribed by the 1942 amendment, one 
of the provisions included authorized 
the commission to determine service 
areas within which 


.., a natural gas company may enlarge or 
extend its facilities for the purpose of sup- 
plying increased market demands. . . . 

The Industry Committee suggested 
prompt action under this section. The 
commission has repeatedly assured the 
industry of its intention to do this, but 
with depleted staff the task was de- 
ferred until war’s end. The problem is 
reportedly now under study by FPC. 


y » ewe of the public demand for 
natural gas the commission has 
speeded up its hearing procedures to 
an unprecedented degree and, since 
January 30, 1946, when it reported a 
backlog of 102 certificate applications, 
it has issued 60 certificates of public 
convenience and necessity involving a 
total estimated investment of $192,- 
000,000 and the construction of 4,770 
miles of transmission lines of various 
sizes with the usual power facilities. 
Meanwhile, from January 30th to Sep- 
tember 17th, 82 new applications were 
filed so that instead of 102 cases pend- 
ing there are now 124. The obvious 
avenue of escape from this increasingly 
difficult situation is prompt determina- 
tion of service areas, 
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When the Industry Committee made 
its representations and suggestions to 
the commission it pledged industry co- 
Operation to achieve mutually desirable 
changes in administration. It will 
naturally be assumed the commission 
will request such codperation. 

With the filing of briefs in the gas 
investigation the thoroughly represent- 
ative Natural Gas Industry Com- 
mittee, formed to codrdinate and pre- 
sent to the commission the industry 
viewpoint, will have completed its as- 
signment. Commission-industry rela- 
tions throughout the investigation 
clearly suggest the desirability of a 
permanent liaison committee to main- 
tain a relationship encouraging the 
frank exchange of views, which defi- 
nitely will be in the public interest. 

Nowhere in the gas investigation 
was serious consideration given to 


further specific amendments to the Nat- 


ural Gas Act. Various amendments 
have been suggested from time to time 
and a few were on the record. Un- 
doubtedly the commission staff will 
propose certain changes. The amend- 
ment of the act will almost certainly 
come into the agenda of the Eightieth 
Congress. Should the commission be 
persuaded by its investigation that any 
of its administrative policies have 
failed of their purpose, or desire to 
change them—even to reverse some of 


q 


e 


them—it is not necessary to take the 
matter to the Congress. The commis- 
sion has all the power it needs. 

N three important rate cases the com- 
I mission has allowed a very low price 
for gas produced by the regulated com- 
pany, disregarding a provision of the 
Natural Gas Act excluding from regu- 
lation “production and gathering.” The 
commission claims the authority to fix 
field prices, construing the prohibition 
to prevent merely regulation of the “‘ac- 
tivities” of production and gathering, 
such as control of the spacing of wells. 
The commission’s interpretation has 
been accepted by the Supreme Court 
and the oil industry is greatly alarmed. 
The commission may now, with prob- 
able court approval, regulate the well- 
head price of any gas which is subse- 
quently moved in interstate commerce. 

The oil industry, producing enor- 
mous volumes of gas which “lifts” the 
oil to the surface, most of it available 
for pipe lines where they are eco- 
nomically accessible, has become genu- 
inely aroused. A prominent independ- 
ent oil producer testified in the gas in- 
vestigation that 


We are afraid of the extension of utility 
control over our producing and gathering 
operations should we deliver gas to inter- 
state transmission lines. 


The Supreme Court has told the 
commission it is bound by no set for- 


“WiTH the exception of the state of Louisiana, the repre- 
sentatives of every gas-producing state and of all oil and gas 
producers were unanimous in their warning that the Federal 


Power Commission will seriously harm the cause of con- 
servation and interfere with the free operation of sound 
economic principles if it attempts to move in upon the pro- 
duction of gas and bring under its regulation suppliers of 


pipe lines.” 
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mula in rate making. Dissenting judges 
have frequently characterized as in- 
equitable the application of original 
cost rate base principles to the risky 
business of oil-gas production. 

The witness last quoted said further : 


As producers we should receive a fair price 
in the field for the gas we produce. ... 

The Federal Power Commission should ac- 
cept the field price of gas, whatever it may 
be, as the starting point in fixing the sale for 
resale price of gas under its jurisdiction. . .. 
It seems to me that the public would be 
served best if the commission confined its 
regulation to the trunk transmission lines and 
the sale of gas for resale from trunk lines 
in interstate commerce, and permitted free 
competition between gas suppliers to fix the 
price paid for gas at the wells. Natural gas 
companies or their affiliates who produce gas 
going into interstate transmission | lines 
should, as producers, realize the “going 
price” or the “fair market value” of their 
gas as a commodity without regard to their 
investment in producing facilities. 


H™ is a matter so vital to the en- 
tire oil-gas industry that only re- 
strictive legislation will settle the is- 
sues satisfactorily. The commission 
may adopt and apply the advice of the 
witness quoted. It was definitely 
stated in the hearings that adherence to 
the price policies complained of will re- 
sult in sale of many producing proper- 
ties. This would obviously be adverse 
to public interest. The Federal Trade 


Commission tacitly approved the own- 
ership or control of large, proved gas 
reserves and substantial production by 
the interstate pipe-line companies, as 
increasing economic stability and pro- 
viding a large measure of assurance of 
continuous service to the public. 

Whether or not the commission re- 
frains from further intrusions upon 
the field of production and gathering, it 
is well known that numerous oil and 
gas producers are in favor of promptly 
seeking restrictive amendments to the 
Natural Gas Act to prevent exercise of 
the price-fixing power at the well 
mouth, whether the gas is produced by 
the regulated company or another. In 
this they will readily receive the broad- 
est possible support from every oil and 
gas producer—at least six or eight 
thousand of them—plus the influential 
assistance of the Oil Compact Commis- 
sion, the states signatory to the com- 
pact, and regulatory commissions of all 
or nearly all oil-gas producing states. 
The desirability of such an amendment 
is unanimously accepted throughout 
these two great industries. 

The Federal Power Commission 
would perhaps be well advised to go 
along in support of the amendment. 





melt > whole tendency of the multipurpose approach to 
river basin development is in the direction of economic 





and social as well as political decentralization. In other words, 
it offers a way to preserve our traditional democracy by revers- 
ing the powerful trend of the past generation toward centralized 
control of the country’s economic life by an all-powerful cor- 
porate bureaucracy. This trend has been steadily substituting 
great monopolies for the thousands of small community business 
units which were truly characteristic of American free enter- 
rise.” 
—LELAND OLDs, 
Chairman, Federal Power Commission. 
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Gas Business Problems Since 
The Natural Gas Act 


Expressing only his personal opinion and not speaking either for his business 

organization or any industrial group, Mr. Buddrus, in this article, gives us the 

benefit of his expert analysis of certain problems which have arisen to con- 

front the natural gas business since the passage of the Natural Gas Act, as 
administered by the Federal Power Commission. 


By E. BUDDRUS* 
PRESIDENT, PANHANDLE EASTERN PIPE LINE COMPANY 


HERE are three methods by which 
pipe-line companies secure their 
natural gas supplies : 

(a) Some companies own gas re- 
serves and produce from these prop- 
erties all the gas that they transport and 
sell. 

(b) Some companies purchase from 
other companies or individuals all of 
the gas required. 

(c) Some companies own and pro- 
duce a substantial amount of gas and 
purchase the balance of their gas re- 
quirements, 


The first-mentioned type of com- 
pany, producing all of its gas, must of 
necessity eventually acquire additional 
reserves by discovery or by purchase 
from other gas producers. When this 
time comes, unless the company is suc- 
cessful in its own discoveries, the in- 


*For additional personal note, see “Pages 
with the Editors.” 
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centive for which has been greatly re- 
duced by administered rulings of the 
Federal Power Commission, it will be 
forced to purchase gas from other pro- 
ducers who will be in an excellent bar- 
gaining position owing to the acute 
needs of the pipe-line company. Like- 
wise, since the commission allows the 
cost of gas purchased as an operating 
expense for rate purposes, there will not 
be much incentive for the pipe-line 
company to drive a hard bargain. 

The second type of company, one 
purchasing all of its supplies of gas, 
will be forced to pay prices dictated by 
a seller when the time comes that addi- 
tional supplies must be obtained. 

I believe that the last-mentioned type 
of company will supply gas at lower 
rates over the long pull than the other 
types mentioned; that is, one owning, 
producing, and also buying gas is in a 
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much more flexible position to en- 
courage development by others and to 
operate its own gas reserves, all so as 
to protect the long pull future. Its gas 
supply costs will be much more stable 
than those of the other two types of 
companies. For instance, this type of 
company is in a position to purchase 
flush casinghead gas residue and adjust 
production from its own reserves until 
such residue gas has been utilized. 
This, in effect, is accomplishing the 
same thing as storing gas in the sum- 
mer time and using it in the winter. The 
only difference is that the pipe-line com- 
pany following this practice is storing 
unproduced gas until it is needed. Own- 
ing production is also a hedge against 
the not too remote possibility that other 
uses for natural gas will be available in 
the field and successfully compete with 
the pipe-lirie company for the gas. 


. is not uncommon, in the industry, 
to hear discussions concerning the 
advisability of separating the produc- 
tion end of the industry from the pipe- 
line end. The Natural Gas Act does 
not provide for fixing the prices of gas 
sold in the field for carbon black manu- 
facture, for use in smelters, power 
plants, or other industrial enterprises, 
for the manufacture of gasoline by the 
newly improved hydrogenation proc- 
esses, for the sale of gas in intrastate 
commerce, nor for the sale of gas for 
industrial purposes along the pipe line. 
These are the types of sales that are 
being reviewed in an effort to obtain 
for company-owned production aver- 
age field value or prices comparable to 
prices obtained by producers producing 
from wells offsetting the company’s 
owned leases. 

Another approach has been specu- 


lated about ; that is, separating produc- 
tion properties, selling them to non- 
affiliated interests or distributing stock 
for the production properties to the 
stockholders of the pipe-line company. 

In face of the recent Canadian River 
Case’ where a large portion of the re- 
serves was allowed no discovery value 
for rate purposes, and in the recent 
Panhandle Eastern Case* where it was 
pointed out that the commission’s 
formula resulted in three different 
prices—namely, 2 cents, 4 cents, and 5 
cents per thousand for gas coming from 
the same well at the same time—it is 
only natural that pipe-line companies 
would begin steps to circumvent this 
type of discrimination. It is clear to me 
that the commission’s formula which 
allows a natural gas company a limited 
return on the depreciated original cost 
of its producing properties, while other 
producers in the same field with offset 
wells are able to obtain going field 
values for their gas, is an unjust dis- 
crimination against the natural gas 
companies and their royalty owners. 
Why not allow free play of competition 
in the gas field, to establish the price for 
all gas produced, rather than attempt 
to regulate a portion of it? 


my opinion, the rules set up and 
applied by the FPC in its rate mak- 
ing have been the major cause of the 
wide variations in gas rates for pipe 
lines originating out of the same gen- 
eral gas-producing area and serving 
adjacent territories. The pertinent 
points affecting rates of any natural 

1 (1945) 324 US 581, 58 PUR(NS) 65. See 
also the more recent decision of the Fifth U.S. 
Circuit Court of Appeals in Interstate Nat, Gas 
Co. v. Federal Power Commission (1946) 65 


PUR(NS) 1. 
® (1945) 324 US 635, 58 PUR(NS) 100. 





473 OCT. 10, 1946 








OCT. 10, 1946 


PUBLIC UTILITIES FORTNIGHTLY 


gas company as fixed by the FPC are: 


(A) The pipe-line company’s posi- 
tion with respect to production and 
gathering; that is, does the pipe-line 
company purchase all or a part or none 
of its gas? One pipe-line company may 
be allowed 2 cents MCF as its cost of 
production under the 63 per cent origi- 
nal cost theory while another pipe-line 
company purchases gas for 2 cents to 
20 cents. One pipe-line company may 
be securing substantial earnings from 
natural gasoline extraction and an- 
other pipe-line company may be pur- 
chasing gas after natural gasoline ex- 
traction. One pipe-line company may 
be fortunate enough to connect large 
wells and keep down its gathering costs 
while another company may consistent- 
ly connect smaller wells with a cor- 
respondingly higher gas cost. I know 
of no rule with respect to production of 
natural gas whereby the element of 
risk and speculation and good or bad 
judgment can be all reduced to a simple 
mathematical formula resulting in uni- 
form costs for gas entering the main 
transportation lines of all pipe-line 
companies. 

(B) Obviously, the age of the pipe 
line and the amount of accrued de- 
preciation allowed by the FPC have 
material influence upon the earnings 
allowed the pipe line by the commis- 
sion. A comparison between two pipe 
lines, one fifteen years old and one just 
constructed, will illustrate the point. 
The older line shows a substantial ac- 
crued depreciation reserve. The new 
pipe line does not. If the two com- 
panies have had their rates fixed under 
the present commission rules, every- 


q 


A 


widely different rates. 


thing else being equal, then the older 
pipe line is required to charge lower 
rates than the new line, even though 
both take gas from the same fields to 
adjacent markets. 

(C) Certain basic costs are neces- 
sary to run pipe lines. However, the 
present rate-making practices of the 
commission do not reward manage- 
ment efficiencies in operation. Cer- 
tainly such rate-making practices 
should be changed. 

(D) Pipe lines of the same general 
type and characteristics can and do 
have substantial variations in rates re- 
sulting from different load factors and 
from varying diversities of load. They 
may have different percentages of 
direct sales, different amounts of in- 
terruptible gas, different house-heating 
saturations, and different demands for 
industrial gas in their markets of con- 
sumption. Some companies may sell 
primarily to distributing companies 
owned by or affiliated with them, while 
others obtain all their earnings from 
sales made to nonaffiliates. One com- 
pany may, in its sales for resale for 
industrial purposes, obtain a small por- 
tion of the distributor’s sale price of 
the gas while another may obtain a 
large portion of such price. 


a result, we now find certain geo- 
graphic areas securing gas for 
In one area 


served by a pipe-line company having 
ample reserves and favorable purchase 
contracts along with efficient opera- 
tions, the company must sell gas at 
prices substantially under the corre- 


e 


“THE Natural Gas Act does not provide for fixing the prices 
of gas sold in the field for carbon black manufacture, for use 
in smelters, power plants, or other industrial enterprises, for 


the manufacture of gasoline by the newly improved hydro- 
genation processes, for the sale of gas in intrastate commerce, 
nor for the sale of gas for industrial purposes along the 


pipe line.” 
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sponding prices of other companies. In 
fact, where arm’s-length sales prices 
have changed due to FPC rate reduc- 
tions, gas is flowing from one area to 
another and selling to other pipe-line 
companies at prices substantially less 
than their own costs plus 63 per cent. 
Here the reward for good business 
judgment is passed by law from one 
company to another. 

The above practices in rate making, 
and the resulting varying rates, also 
cause sales and rates for gas for indus- 
trial purposes to vary widely. 

A large amount of gas is sold directly 
to industrial customers, at prices which 
are determined by competitive fuel 
prices, and also a large volume of gas 
is sold through nonaffiliate distributing 
companies for industrial purposes, the 
town border price of which is regulated 
by the commission. This situation is 
developing conflicts in the industry. 
These should be remedied, because, if 
the basic fundamental business philoso- 
phy of free competition between fuels, 
clearly accepted and included in the act’s 
provisions excluding direct sales of gas 
to industry, is sound, the concept 
should be applied with equal force to 
all sales of natural gas to industry. For 
example, let us review two situations : 


An arm’s-length trade between the 
pipe-line company and a direct cus- 
tomer. The pipe-line company knows 
its capacity, its peaks and valleys, the 
Btu of the gas, and the efficiency with 
which it can be utilized by the prospec- 
tive customer. Likewise, the direct 
customer has fuel and production ex- 
perts who know the value of natural 
gas and its application to their indus- 
try, the going posted price for oil and 
coal, all BTU conversion factors, and 
the availability of all three fuels. An 
agreement is made between the pipe 


line and the industrial customer, under- 
stood clearly by both concerns, par- 
ticularly those provisions concerning 
continuity of service in the event line 
capacity is needed for domestic con- 
sumption. Certainly, this type of deal 
and subsequent business relations be- 
tween the two companies is exactly 
what Congress had in mind when it ex- 
empted direct sales of gas from regu- 
lation by the commission. 

Consider, however, a deal between 
an industrial customer and a distribu- 
tor securing its gas supply from a non- 
affiliated pipe-line company. Since in 
many cases the price paid by the dis- 
tributor is a result of the rate-making 
yardsticks set up by the commission 
and is substantially below prices at 
which gas can be readily sold for in- 
dustrial purposes, the sole urge of the 
distributor is to purchase the maxi- 
mum amount and resell it for indus- 
trial use at the highest price it can ob- 
tain. 


M*: industrial resale contracts, 
which cover sale of gas from a 
pipe line to a distributor and subse- 
quently to an industrial customer, carry 
provisions for interruption when the 
gas is needed for domestic consumption. 
These provisions for interruptions 
were, in many areas, modified and 
policed by the WPB during the war 
period. As a result, some industries 
have not properly protected their plant 
operations with adequate stand-by 
service. It is becoming increasingly 
more difficult for pipe-line operators, 
who do not own distributing companies, 
to obtain adequate and effective com- 
pliance with industrial gas curtailment 
orders. This is only human when con- 
sumers are obtaining their fuel at prices 
substantially under competitive fuels. 
However, it should be readily apparent 
that delayed compliance or noncompli- 
ance by even one distributor with in- 
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Change in Flow of Gas 


4 HE sources of gas supply, hundreds of miles away from the 

markets, must be kept in step with consumption because the 

quantity of gas that can be packed into a pipe-line system during days of 

low sales is much too small to meet the wide swings to days of high de- 

mands. To change the rates of flow from each of many gas wells, so as 

to follow the daily changes in home consumption, is a herculean task, to 
say the least.” 





dustrial customers can upset service 
throughout an entire pipe-line system. 
It should be equally obvious that com- 
plete compliance of all industrial cus- 
tomers must be obtained if discrimina- 
tion is to be avoided and the domestic 
consumers are to be protected. 

The situation could be remedied by 
allowing the pipe-line companies to 
have control over the amount of inter- 
ruptible industrial gas furnished the 
distributors for industrial use during 
periods of high domestic demand. In 
this way, system capacities will be 
utilized to the maximum volume and 
public benefit. Certainly, only a pipe- 
line company’s management knows 
what is going on throughout its market 
area, locally as well as system wide. Ob- 
viously, a pipe line wishes to sell all 
gas possible and this urge will do more 
to promote efficient distribution of 
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available supplies among the various 
markets than could possibly result 
from formal rules and regulations 
which must necessarily be applied too 
late to be of value. 

Here is a complex problem about 
which the commission and industry 
should sit down across the table to seek 
a permanent long-pull solution such as 
will recognize the extent of the juris- 
diction of the commission over the 
pipe lines, its lack of jurisdiction over 
the distributing companies, and also 
recognize the public interest. 


HERE has been discussion before 

the FPC as to the economic bene- 
fit of high load factors and the necessity 
of interruptible sales, and of off-peak 
summer-time sales, in obtaining the 
high load factors which mean lower 
rates for all classes of sales. 
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GAS BUSINESS PROBLEMS SINCE THE NATURAL GAS ACT 


There are some other reasons for in- 
terruptible contracts. It is obvious that, 
in the winter time, there is considerable 
variation of domestic and house-heating 
demands from day to day. These varia- 
tions are large and often abrupt but 
must be met. The sources of gas sup- 
ply, hundreds of miles away from the 
markets, must be kept in step with con- 
sumption because the quantity of gas 
that can be packed into a pipe-line sys- 
tem during days of low sales is much 
too small to meet the wide swings to 
days of high demands. To change the 
rates of flow from each of many gas 
wells, so as to follow the daily changes 
in home consumption, is a herculean 
task, to say the least. Furthermore, it 
takes several days for gas to travel 
from the wells to the markets. How- 
ever, if a pipe-line system has an ade- 
quate quantity of interruptible sales, it 
will have its incoming gas supply at a 
constantly high level and can operate 
its interruptible sales so as to offset the 
fluctuations of home consumption. 

There is also another way that inter- 
ruptible sales decrease the cost of the 
gas supply. Good load factors mean 


that the producers of natural gas sell 
more gas each year. If they were de- 
pendent solely on domestic and com- 
mercial sales, they would have to have 
higher unit prices to cover their costs. 
Otherwise, the incentive to develop 
natural gas supplies or to acquire them 
by purchase would be diminished and 
this would be directly opposed to the 
public interest in numerous ways. 

Summing up the various industry 
problems discussed above, I suggest, 
especially, the recognition of the over- 
all problems of rate making to the end 
that those producing and transporting 
natural gas for industrial fuel be al- 
lowed to earn prices commensurate 
with increase in expenses brought 
about by recognition of field values. 
The result will be, through proper allo- 
cation, more uniform earnings, and a 
more solid stable industry. Such an in- 
dustry can augment its reserves by in- 
creasing field prices and thereby the 
urge to producers to develop additional 
supply. 

In the long run, however, the con- 
suming public will enjoy lower rates 
and longer service. 





New York City’s Book of the Year 
aad hey 7,000,000 copies of the New York telephone 


directory, containing names astronomical in numbers 


and ranging in size from Mrs. Ix to Mr. Herman Katzenellen- 
bogen, are distributed annually to subscribers in the city’s five 
teeming boroughs. In addition to the purpose to which they 
were consecrated, the books are used to press butterflies, as safe- 
deposit boxes for $100 bills, and as confetti for honoring 
America’s heroes and bedeviling her street cleaners. They have 
been used by Charles Atlas to tear in two on coast-to-coast radio 
programs, and a South American dictator once padded his auto 
with bullet-proofing material made out of the Bronx edition. 
He was shot before the thicker Manhattan directory, which he 
had ordered, could arrive.” 


—Les.ic LIEBER, 
Writing in “This Week.” 
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The AGA Codriethiinn 


A statement of interest to those who attend, as well as those who cannot 
attend, the twenty-eighth annual convention of the American Gas Asso- 
ciation at Atlantic City the week of October 7, 1946, describing the aims 
and purposes of this first full postwar conclave of the gas industry. 


By EVERETT J. BOOTHBY 
PRESIDENT, AMERICAN GAS ASSOCIATION, 
VICE PRESIDENT AND GENERAL MANAGER, WASHINGTON GAS LIGHT COMPANY 


S this article goes to press, the cen- 
A ter of population of the execu- 
tive personnel of the gas industry 
will be in Atlantic City at the twenty- 
eighth annual convention of the Ameri- 
can Gas Association. This first post- 
war business meeting and exhibition of 
gas appliances and equipment will be 
the largest attended and perhaps the 
most progressive thinking and plan- 
ning convention ever staged by the gas 
industry. 

Fundamentally, it will be a meeting 
reflecting the new momentum of the 
gas industry, generated by the associa- 
tion’s expanded program of activities. 
The association’s Research and Promo- 
tional Plan launched October 1, 1944, 
has been the main motivating force re- 
sponsible for the gas _ industry’s 
stepped-up progress immediately fol- 
lowing the war. 

This Research and Promotional Plan 
has had the financial support of mem- 
bers of the association industry-wise. 
The organization and manning of ap- 
propriate committees by the best talent 
available are testimony of the unity ac- 
complished by the plan. We have many 
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other striking examples of group think- 
ing and group cooperation working in 
behalf of an industry of national scope 
whose operations are sometimes ex- 
tremely ramified. 

One of the outstanding results is the 
association’s program of national ad- 
vertising, which was impleniented by 
the Research and Promotional Plan. 
It is by far the largest and broadest ever 
scheduled by our industry. Some idea 
of its impact may be gained from the 
fact that advertisements for a 12- 
month period are appearing in maga- 
zines with a circulation of nearly 48,- 
000,000 copies. The number of reader 
impressions in a single year is in ex- 


cess of 230,000,000. 


— industry's Domestic Gas Re- 
search Program has been broad- 
ened in scope and its tempo has been 
accelerated. Research of this character 
is directed at the hard, basic problems 
of better utilization. The same situa- 
tion exists with respect to Industrial 
and Commercial Research as well as to 
General Technical Research, ‘whose 
programs have been enlarged and ac- 
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THE AGA CONVENTION 


celerated through the provision of ad- 
ditional funds. 

The Industrial and Commercial Pro- 
gram is directed to fortifying the 
present position of gas through im- 
provement research and to extending 
this use through the development of 
entirely new applications and appara- 
tus. 

The General Technical Research 
is being carried on chiefly in codpera- 
tion with others, but also exploring our 
fundamental problems and developing 
new methods of attack so that all in- 
terested may work on their final solu- 
tion. 

The Gas Production Research fea- 
ture of the plan represents an entirely 
new field of endeavor in the history of 
the association, and for that reason has 
required more original thinking and 
more organization work than any other 
part of the program. The committee 
in charge, together with its technical 
advisory group, is fully conscious of the 
exploratory character of its assign- 
ment and has a high sense of its respon- 
sibility. 

Promotion of the industry’s prod- 


ucts and its appliances and equipment 
through the usual channels is proceed- 
ing at a fast pace. This includes sales 
training courses, dealer codperation 
plans, sales-slanted literature, technical 
treatises and books, AGA laboratory 
operations, regional sales conferences, 
as well as many other associated activi- 
ties. 

Supporting all this are expanded 
statistical and publicity services 
thoroughly covering all segments of 
the industry and extending to the gen- 
eral public, the financial and business 
worlds, and the technical professions. 
As a result, the story of the gas indus- 
try and its operations is being promoted 
on a scale far beyond anything attempt- 
ed in the past. 

As one who has been privileged to 
serve the American Gas Association 
as its twenty-fifth president, and who 
has seen its Research and Promotional 
Plan developed and put into action with 
enthusiastic support, I am convinced 
more than ever that the gas business 
now has in its possession the essential 
fundamentals for continued future 
growth and prosperity. 








Dates of Gas Lighting in Principal Cities 


1816—Baltimore 
1823—New York, N. Y. 
1828—Boston, Mass. 
1832—Louisville, Ky. 
New Orleans, La. 
1836—Philadelphia, Pa. 
Pittsburgh, Pa. 
1840—Cincinnati, Ohio 


1841—Manchester, N. H. 


1846—St. Louis, Mo. 
1847—Fall River, Mass. 
Newark, N. J. 


1848—New Haven, Conn. 


Paterson, N. J. 
Providence, R. I. 
Rochester, N. Y. 


Washington, D. C. 


Buffalo, N. Y. 
1849—Norfolk, Va. 
Cleveland, Ohio 
Detroit, Mich. 
Syracuse, N. Y. 
Utica, N. Y. 
1850—Chicago, IIl. 
Columbus, Ohio 
Hartford, Conn. 


Worcester, Mass. 


Kingston, N. Y. 
1851—Hamilton, Ohio 


1852—Indianapolis, Ind. 


Memphis, Tenn. 
1853—Milwaukee, Wis. 
1854—Belleville, Ill. 

St. Joseph, Mo. 
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San Francisco, Cal. 

Toledo, Ohio 

Ottawa, II. 
1856—Atlanta, Ga. 
1857—Scranton, Pa. 

St. Paul, Minn. 
1860—Portland, Or. 
1867—Kansas City, Mo. 

Los Angeles, Cal. 

Oakland, Cal. 
1868—Omaha, Neb. 
1869—Stockton, Cal. 
1871—Minneapolis, Minn. 
1873—Seattle, Wash. 
1885—Tacoma, Wash. 
1887—Spokane, Wash. 

—Louts Storz, 
“History of the Gas Industry.” 
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Government Utility 
Happenings 


Straus Wants Lower Interest 
On Reclamation Power 


a be vayene reclamation laws, includ- 
ing provisions for repayment to 
the Federal government of power proj- 
ect costs, are likely to be thoroughly 
overhauled during the next congression- 
al session. That is the opinion of a num- 
ber of Washington observers, and it ap- 
parently is shared by Reclamation Com- 
missioner Michael W. Straus. 

Commissioner Straus maintains that 
he is not opposed to some revision of 
policies contained in the mass of legisla- 
tion which has accumulated in the 40-odd 
years that the Congress has been extend- 
ing aid to irrigationists of the West. In 
a recent speech at Jackson, Wyoming, he 
declared that much of the reclamation 
policy as prescribed in early legislation 
had become outdated when the govern- 
ment transferred its interest from “sim- 
ple single-purpose projects” to “complex 
multiple-purpose projects” conceived and 
executed on valley-wide or basin-wide 
scales, 

However, Mr. Straus has definite 
ideas as to the specific revisions which 
he deems necessary to make existing 
reclamation policy a “modern instrument 
of legislation.” He listed several of these 
for his audience of members of the As- 
sociation of Western State Engineers. 

For example, he declared, the present 
rate of interest charged by the govern- 
ment on its investment in power features 
of reclamation projects should be re- 
duced. He said: 

Why . .. should the United States charge 
western power users 3 per cent interest for 
investments in developing the power of riv- 


ers right in our country. .. while. . . billions 
of dollars (are loaned) at less than 2 per 


cent to countries all over the world... ? I 
am satisfied that our reclamation power in- 
terest rate should be lowered to at least 2 
per cent. 


ucH a reduction of power interest 

was contemplated in a bill presented 
to Congress last February by Repre- 
sentative J. Will Robinson, Democrat of 
Utah. However, the Robinson Bill, 
which was intended to establish an over- 
all policy for amortization of all types of 
reclamation construction, became bogged 
down in extended debate in the House 
Irrigation and Reclamation Committee. 

Incidentally, much of the contention 
arising during committee proceedings 
on this measure resulted from the Recla- 
mation Bureau’s insistence that interest 
payments on the power investment 
should be accepted by the government 
both as payment of power interest and 
as a return of a portion of other reim- 
bursable costs of a project. Several 
members of the committee endorsed this 
recommendation, but others objected, 
pointing out that the Reclamation Bureau 
proposal previously had been criticized 
by other Congressmen, particularly by 
members of the Appropriations Commit- 
tee. 

Whether or not the bureau will con- 
tinue its fight for this dual use of power 
interest funds when, and if, Congress re- 
views the reclamation laws, Mr. Straus 
did not reveal in his Wyoming address. 
Though it is impossible to predict the 
temper of the new Congress to be elected 
in November, it now is generally believed 
that the House, as it was constituted last 
summer, at least, would have rejected 
the bureau’s amortization theories, had 
they reached the stage of floor debate. 
On the other hand, a simple reduction of 
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GOVERNMENT UTILITY HAPPENINGS 


power interest might have fared better 
in view of the lower rates paid by the 
government on its own current obliga- 
tions. 

Other major revisions of reclamation 
policy advocated by Commissioner Straus 
at the Wyoming conference included: 
(1) removal of recreational benefits de- 
riving from multipurpose projects from 
the list of items for which the govern- 
ment is to be reimbursed ; (2) extension 
of the period for repayment of reimburs- 
able costs, now set at forty to fifty years, 
to a period corresponding with “the use- 
ful life of the works built.” 

The period of “useful life” for recla- 
mation dams, reservoirs, and canals, he 
added, might be “one hundred or two 
hundred or, for all we know, thousands 
of years.” 


Lso of interest were his remarks on 
what he termed as the “drive on the 
part of private utilities to discourage the 
distribution of electrical energy by the 
Federal government to municipalities 
and farm codperatives, even as recently 
the same group unsuccessfully opposed 
public generation of this same electrical 
energy.” He declared that “well-estab- 
lished Federal law” compelled the Recla- 
mation Bureau to give preference to pub- 
lic bodies in distributing energy from its 
power plants. 

Echoing opinions recently expressed 
by other Interior spokesmen, he indicated 
that there should be ample opportunity 
for the development of both publicly 
and privately owned electric utilities. 
This viewpoint has been substantiated in 
the Pacific Northwest, he declared, with 
public power ventures “expanding in 
parallel with private power develop- 
ment.” He continued: 

There appears to be a fast-growing market 
for electricity which allows both private 
power and public power to thrive, one along 
with the other, with neither able to meet the 
demands unaided. The result has been a 
tremendous stimulation of industrialization 
in the Northwest. 


Bureau of Reclamation spending, 
which reached record proportions during 
the first half of the current year, is like- 


ly to increase in the future, Commission- 
er Straus suggested. He revealed that 
the bureau had awarded contracts total- 
ing $105,000,000 in the six months end- 
ing June 30, 1946, setting the “velocity 
of reclamation” at $210,000,000 a year. 
If President Truman’s “freeze” order 
deferring public works construction is 
lifted and if materials become available 
in sufficient quantity, he estimated that 
the “bureau’s doubling of that velocity 
in some coming years is justified.” 


¥ 


Iowa Still Contesting Co-op 
Hydro Dam Project 


ROTESTS by the state of Iowa fea- 

tured renewed hearings of the Fed- 
eral Power Commission on the applica- 
tion of the First Iowa Hydro-Electric 
Coéperative for authority to build a dam 
and hydroelectric generating plant on the 
Cedar river, near Moscow, Iowa. The 
proceedings opened at Davenport on 
September 30th. 

Iowa has been contesting this project 
ever since the co-op applied for a state 
permit to construct the dam in 1940. 
This first application was denied by the 
state executive council on the ground that 
the project was not feasible and that the 
co-op’s plans, calling for diversion of 
the river through a canal, did not provide 
for return of the water to the river bed 
at the nearest practical point. 

The co-op, in August, 1941, then ap- 
plied to the Federal Power Commission 
for a license. Iowa intervened in the FPC 
hearings, and the application was re- 
jected, FPC’s ruling held that the co-op 
had failed to observe a provision of the 
Federal Power Act requiring hydro li- 
cense applicants to comply with laws of 
the state in which the project was to be 
built. The codperative then appealed to 
the United States Circuit Court of Ap- 
peals, which upheld the FPC decision. 


HE case was carried to the Supreme 
Court, which last April reversed 
both the lower court and FPC. The 
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PUBLIC UTILITIES FORTNIGHTLY 


Supreme Court ruled that FPC should 
determine what state laws should be com- 
plied with in such cases and should hold 
further hearings to decide whether First 
Iowa Hydro had complied with applica- 
ble state regulations. 

Iowa promptly appointed a special as- 
sistant attorney general to protest the 
project at the Davenport proceedings. 
The state is contending that the dam and 
diversion canal would leave the last 29 
miles of the Cedar river virtually dry. 
Counsel for the state also held that the 
Federal Power Commission has no 
authority to license this project under 
provision of the Water Power Act, con- 
tending that the Cedar river actually is 
not a navigable stream. 

Other arguments advanced against the 
application included a charge that the 
project was impractical economically and 
from an engineering standpoint. Fur- 
ther, the area in which the dam would be 
located already is adequately served by 
other electric companies and electric co- 
Operatives, the state argued. 


* 


PUD Agency Fires “Socialists” 


| en dismissal of two employees by 
the Washington Public Utility Dis- 
trict Research and Information Service 
has produced some interesting comment 
in the press of the Pacific Northwest. 
The PUD organization announced that 
the employees were discharged because 
of “their Socialist party activities.” 
Commenting on this charge, The 
Spokesman-Review of Spokane declared: 


It is perfectly understandable that this 


propaganda organization for public utility . 


districts . . . should object to its employees 
becoming involved in local partisan contests. 
But why an organization engaged in pro- 
moting an outright experiment in socializa- 
tion should fire employees for engaging in 
“Socialist party activities” is not so readily 
“Obviously it 
Obviously it is not Socialism that they ob- 
ject to, but it is having the movement they 
are promoting called by its right name. Even 
this objection is not ideological. It is strate- 
gical. They think that in this case honesty is 
the unwisest policy. They fear to acknowl- 
edge that their program is pure Socialism be- 
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cause they know that offered under its true 
brand it would meet with much greater sales 
resistance, 


One of the employees involved in this 
case was reported to be a Socialist can- 
didate for representative to the state 
legislature, with the other acting as his 
campaign manager. 


* 


Oratory Waxes Warmin Row 
Over Rural Power 


LAUDE R. WIcKARD, chief of the 
Rural Electrification Administra- 
tion and an extremely busy speaker of 
late, unleashed another verbal blast late 
last month against the farm power poli- 
cies of the privately owned utilities. 

Addressing a statewide conference of 
rural electric codperatives at Des Moines, 
Iowa, he devoted a large portion of his 
remarks to commenting upon a recent 
speech by Grover C. Neff, president of 
the Edison Electric Institute. His 
“reply” to the Neff statement, which was 
delivered about a week earlier at Denver, 
elicited some surprise in quarters accus- 
tomed to an aggressive, rather than a 
defensive, tone in official REA pro- 
nouncements of this nature. 

Quoting the EEI executive’s charges 
that “some elements in the Federal 
government” were attempting to use the 
REA-financed codperatives in a cam- 
paign to socialize the electric power in- 
dustry, he declared that he did not know 
“who in the Federal government is re- 
ferred to in this statement.” However, 
he devoted the remainder of his speech 
to denying that the REA program and 
his agency’s administration of it were 
“socialistic.” 

Mr. Wickard said that his policy in 
administering REA was based upon an 
effort “to see that the supply of energy 
(to REA co-ops) is, first, adequate, and, 
second, that it is available at the lowest 
possible cost.” He added: 

If the power companies can provide ade- 
quate service at reasonable rates, REA co- 


ops will want to buy their power from them. 
If it is necessary for REA co-ops... to 
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gerierate their own energy in order to get 
adequate service, then they will put in gen- 
erating plants. If it is advantageous to the 
co-ops to enter into agreements and inter- 
change of facilities and power with power 
companies to get adequate service at low 
cost, then I am in favor of that. 


Such a policy, he said, insures “free, 
competitive enterprise” in the business 
of obtaining electricity for farm people, 
as opposed to any “cries of Socialism.” 


H° then challenged the “confusion in 
some people’s minds about whether 
REA co-ops are private business or 
government-owned and operated.” Co-op 
members know, he added, that they own 
their own lines, elect their own officers, 
and manage their own business. REA 
merely makes loans and provides techni- 
cal service and assistance to the co-ops, 
he said, but the Washington agency is 
not “dominating the policies of the co-ops 
or interfering with their administration.” 

Some observers commenting on the 
Wickard speech have pointed out that, 
although REA has no legal control over 
policies and operations of its borrowers, 
the lending agency still has been able 
to persuade its co-ops to follow sug- 
gestions along these lines from Washing- 
ton. 

An example, it was noted, was the 
recent REA recommendation that bor- 
rowers undertaking new construction 
make contracts only for labor wherever 
possible, rather than for both labor and 
materials. This practice now has been 
adopted by many co-ops, despite the pro- 
tests of local electrical contractors in 
many areas. 

This policy change came on the heels 
of a squabble between REA and electri- 
cal contractors, which the latter carried to 
Washington during the recent session of 
Congress. The contractors protested to 
Congress that REA was forcing its bor- 
rowers to discriminate against contrac- 
tors who had done, or were doing, con- 
struction work for utility companies. 
REA denied this charge but argued that 
the co-ops were justified in refusing bids, 
no matter how low, from contractors em- 
ployed by the utilities. 
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a Wickard’s emphasis 
upon his intention to approve loans 
for generating facilities wherever “neces- 
sary” has been a feature of most of his 
recent speeches. This has aroused some 
speculation as to whether the lending 
agency was contemplating granting such 
loans on a broader scale than previously. 

REA officials in Washington report 
that power demands upon many borrow- 
ers have been rising sharply and that 
some loans for construction of generat- 
ing plants may be granted to co-ops which 
are unable to obtain a satisfactory supply 
of energy from other sources. However, 
they insist, loans of this type will con- 
tinue to make up only a small portion of 
the total funds advanced by REA. 

These spokesmen pointed to a recent 
REA staff report on generating facilities 
now owned by co-ops and other borrow- 
ers. This report listed a total of 87 gen- 
erating plants in the United States, 
Alaska, and the Virgin islands, with only 
55 in regular service. Seven other plants 
are not in operation; 12 are maintained 
as stand-by facilities; and 13 are mobile 
units, used chiefly for emergency duty. 
Size of these plants is indicated by the 
total capacity of all 87, which REA esti- 
mates at 105,406 kilowatts. 


* 
Power Agency Stays in Tulsa 


EADQUARTERS of the Southwestern 

Power Administration will remain 
in Tulsa, Oklahoma, it has been an- 
nounced by the Interior Department. 

With the recent transfer of the opera- 
tion of the Grand River dam project 
from SWPA to Oklahoma’s Grand River 
Dam Authority, approximately one 
hundred members of the Federal agency’s 
staff became employees of the state. 
More than seventy other workers were 
retained by the Southwestern Power Ad- 
ministration, however. Administrator 
Douglas Wright also will remain at the 
Tulsa office. 

SWPA also maintains a liaison office 
in the Interior Department in Washing- 
ton. 

OCT. 10, 1946 








Wire and Wireless 
Communication 


wees Michigan Supreme Court re- 
cently reversed the state commis- 
sion’s order directing the Michigan Bell 
Telephone Company to rebate some $3,- 
500,000 to subscribers as “excess earn- 
ings” for 1944. The court held that the 
commission has no authority to reduce 
rates retroactively. The fund in ques- 
tion will go mostly to the Federal govern- 
ment, because the rate cut was designed 
to supersede the company’s then existing 
excess profits tax liability—now revived 
for those years as a result of this de- 
cision. 
* «+ * * 
—— National Association of Rail- 
road and Utilities Commissioners 
has taken mild exception to the recent 
proposed order of the Federal Communi- 
cations Commission forbidding the use of 
recording instruments in connection with 
interstate telephone service, except under 
conditions prescribed by the FCC. The 
state commission group, in a letter dated 
September 13, 1946, requested that the 
FCC, in its final order to be written in 
this recording case, expressly provide 
that any permissible recording device 
allowed thereunder should be equipped 
with a switch under the control of the 
subscriber, This would make it possible 
to switch on the recorder for purposes 
of use with interstate calls and switch it 
off again for purposes of local or intra- 
state calls. 
The purpose of the NARUC letter 
was apparently to reserve possible juris- 
diction of any state commission over the 
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use of a recording device, if it found 
after investigation that it wanted to pro- 
hibit recorders altogether or regulate 
their use for purposes of intrastate calls 
in a manner different from that provided 
by the FCC on interstate calls. 


aah 39 of the proposed report, 
issued on August 8th, indicates that 
a plug-in jack arrangement is practicable, 
but paragraph 62, specifying the condi- 
tions to be included in tariff regulations 
governing the use of recorders, does not 
make this a requirement. The NARUC 
letter pointed out that if this suggestion 
is followed “it would eliminate any pos- 
sibility of conflict between the order of 
this commission (FCC) authorizing the 
use of recording devices for interstate 
calls, and the order of any state commis- 
sion prohibiting recording devices to be 
physically connected to telephone facili- 
ties while such facilities are being used 
for intrastate toll or any exchange call.” 

The jurisdiction of the Federal Com- 
munications Commission to make an or- 
der regulating the use of telephone re- 
corders on or in connection with tele- 
phone facilities used principally for 
exchange and intrastate toll calls, was 
discussed in the proposed report. The 
view was there expressed that the com- 
mission does have jurisdiction to make 
such an order. On this point the 
NARUC letter of September 13th stated : 


In view of the nature of the commission 
regulation proposed, this association does not 
deem it necessary, at this time, to take a posi- 
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tion on the question of jurisdiction. It will 
be understood, however, that the associa- 
tion’s failure to state a position, as by the 
filing of exceptions to this portion of the 
proposed report, is not to be taken as an 
indication that the association necessarily 
agrees with the views respecting jurisdiction 
expressed in such report. 


The time for filing exceptions or com- 
ments regarding the proposed report in 
the telephone recording device case ex- 
pired on September 20th. 


* * * * 


HE Federal Communications Com- 

mission has issued an order in its 
telephone separation case (FCC Docket 
No. 6328), dated September 5th, ex- 
panding matters there under investiga- 
tion to include Bell system contracts 
presently in effect, relating to division of 
revenues derived from interstate mes- 
sage toll telephone services. 

The order noted that recently executed 
division contracts between AT&T and 
the associated companies, “provide for 
settlements between the parties on a basis 
which involves the application of separa- 
tion principles and procedures that are 
substantially the same as those set forth 
in the report of the joint staff committee 
... (Exhibit 2 as amended by Exhibits 
40 and 48) .. .” For this reason, the 
order stated, experience under these con- 
tracts will “constitute a means for secur- 
ing evidence as to the reasonableness of 
the particular procedures and methods of 
separation of property, revenues, and ex- 
penses under actual conditions of opera- 
tion.” 

The telephone separation case was in- 
stituted on June 9, 1942, following a 
series of conferences between the FCC 
and the special NARUC telephone com- 
mittee, and the preparation by state and 
Federal staff committees of a joint re- 
port (Exhibit No. 2) on “Procedures for 
Separating Telephone Property, Reve- 
nues, and Expenses.” At the outset, the 
case was made a cooperative proceeding, 
and the special NARUC telephone com- 
mittee sat with members of the FCC dur- 
ing hearings held at Chicago in August 
and October, 1942. The time for filing 
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briefs expired in December, 1942, but no 
decision has yet been rendered. 

One of the principal issues of the case, 
whether rates should be prescribed on a 
board - to - board or station - to - station 
basis, was in effect resolved (in so far as 
application to the Bell system is con- 
cerned) when the American Company, 
in FCC Docket No. 6468 (a toll rate re- 
duction case instituted on November 20, 
1942) agreed to restate its rate schedules 
filed with the Federal commission on a 
station-to-station basis. As indicated in 


the new FCC order, the Bell system is 
also in substantial agreement with the 
separation procedures outlined in the 
joint report of the staff committees. 


* * * * 


o ips National Federation of Tele- 
phone Workers will make no new 
general wage demands this year. This 
pledge was made by aides of NFTW 
President Beirne, who stated that the in- 
dependent union would not seek to re- 
open any existing contracts and would 
live up to terms of all contracts until 
they expire. Recent press reports, in- 
dicating that NFTW soon would act to 
gain “cost of living” pay increases, ap- 
parently were based on present planning 
for negotiating 1947 contracts, these 
officials said. 

Such plans, among other matters, will 
be discussed at meetings of the NFTW 
executive board this month and at a 
special national meeting in Denver dur- 
ing November. 

A “planning committee” has been 
gathering “supporting data” for a list of 
23 union demands suggested at the an- 
nual NFTW convention last June as 
suitable for “nationally codrdinated bar- 
gaining.” The 23 demands include wage 
increases as well as tightening up of 
closed shop agreements, check off of 
dues, sick leave, pensions, uniform ex- 
change classifications, uniform difteren- 
tials for similar work performed in each 
department, and shortening of progres- 
sion schedules. 

NFTW plans to prepare its case for 
these demands before March 31, 1947, 
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when contracts covering some 200,000 
of its members will terminate. Increased 
basic wages to compensate for living 
cost rises, however, will constitute the 
principal demand. 


* * * ® 


Ew light has been shed on Samuel 

F. B. Morse’s struggle more than 

a century ago to establish the country’s 

first electric telegraph system with the 

recent discovery of a file of letters and 

documents among the records of the 

Post Office Department. These papers 

were turned over last month to the Na- 

tional Archives by the Federal Com- 
munications Commission. 

Covering the period from 1837, when 
Morse was seeking to gain congressional 
support for his project, through 1846, 
the documents—many of them in the in- 
ventor’s own hand—clearly reveal Mr. 
Morse’s belief in the invention and his 
determination to put it to practical use. 
Altogether it took Mr. Morse and his 
colleagues more than five years to ob- 
tain from Congress an appropriation of 
$30,000 for construction of an experi- 
mental line from Washington to Balti- 
more. 

It was on March 28, 1843, that Secre- 
tary of the Treasury J. A. Spencer au- 
thorized Mr. Morse to go ahead with the 
building of his line in order to test “the 
practicability of establishing a system of 
electromagnetic telegraph.” In his let- 
ter, Secretary Spencer told Mr. Morse 
he would receive compensation of $2,000 
per annum “with the understanding that 
you are to receive, when the work shall 
be completed, an additional sum of $500, 
if the appropriation already made by 
Congress will permit of such allowance.” 

Actual construction of the line began 
late in 1843, and during the work visit- 
ing Congressmen witnessed the sending 
and receiving of messages. It was not 
until May 24, 1844, of course, that the 
line was officially opened with the famous 
message: “What hath God wrought?” 

The pioneer line ran into many difficul- 
ties but on December 12, 1844, Mr. 
Morse was able to report to Congress 
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that for eight months the 40-mile stretch 
of the system “has been in operation o 
prepared for operation at any hour o 
the day or night, irrespective of the state 
of the weather.” 


* * * *€ 


oe Commercial Telephone Work- 
ers Union filed a petition for an in- 
junction in the state superior court last 
month, asking that the Illinois Bell Tele- 
phone Company be enjoined from listen- 
ing in on the union’s telephone unless the 
union is given notice before such service 
checks are made. 

Edwin R. Hackett, president of the 
union, which represents 1,600 com- 
mercial department employees of the 
company, filed for the injunction. 

Hackett admitted he had no direct 
knowledge that the company ever had 
taken advantage of the union by the 
practice, but said union officials had been 
wary of using the office phone on con- 
fidential union business. 

A spokesman for the telephone com- 
pany termed the suit ridiculous. He ad- 
mitted that a few subscribers’ telephones 
were checked daily “for speed and ac- 
curacy, to test the quality of service the 
customer is getting.” He contended, 
however, that seldom does the operator 
know what telephone number is being 
checked. 


* * * *® 


| Sg cea enacted over a year ago to 
impose an inspection and service 
fee on Ohio Bell Telephone Company and 
Western Union Telegraph Company has 
been withdrawn by the Akron, Ohio, city 
council. 

The prospect of gaining more than a 
few thousand dollars a year from the fee 
was shattered when Ohio Bell announced 
that it would send a bill for $20,000 
worth of free service given the city if the 
inspection fee were enforced. 

The levy was imposed last year at a 
time when prospects seemed bright for 
collecting utility taxes. An Ohio Supreme 
Court decision later knocked out several 
such taxation schemes in cities. 
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Financial News 
and 
Comment 


By OWEN ELY 


July Gas Sales Ahead 
Of Last Year 


A’ indicated in the accompanying 
chart (page 489), gas utility sales 
in July ran ahead of last year 2.2 per cent, 
after having lagged behind 1945 for three 
months. Most of the gain was in natural 
and mixed gas sales. Sales for July were 
ahead of the “normal” period 1935-39 by 
about 90 per cent for natural gas, while 
mixed gas gained 65 per cent, manufac- 
tured gas 43 per cent, and total gas 84 per 
cent. The American Gas Association has 
recently revised the data presented in its 
monthly statistical bulletins, and the fig- 
ures for June and July are not com- 
parable with information previously pub- 
lished. Sales estimates are based on re- 
turns from 28 companies or systems, rep- 
resenting some 35 per cent of total utility 
gas sales to ultimate consumers. 

For the twelve months ended July 
31st, total gas sales in therms were 1.7 


e 


below the corresponding previous period ; 
natural gas sales were down 1.9 per cent ; 
and manufactured gas 1.1 per cent, while 
mixed gas showed a gain of 1.8 per cent. 
Natural gas sales were about 11 times as 
large as manufactured gas sales. Mixed 
gas amounted to about 58 per cent of 
manufactured gas sales. 

Earnings reports of the natural gas 
companies (see table, page 488) are 
in general making a favorable showing. 
Latest earnings reports for Consolidated 
Natural Gas, Pacific Lighting, American 
Light & Traction, West Ohio Gas, Mo- 
bile Gas, United Gas, Rockland Gas, Ar- 
kansas Western, Peoples Gas, National 
Gas & Electric, Laclede, Southern, 
Northern, and Panhandle showed im- 
provement over the earlier statements. 
On the other hand, Oklahoma, Lone Star, 
Montana-Dakota, Southwest, Washing- 
ton Gas Light, and EI Paso were some- 
what less favorable. There was not much 
change in the indicated earnings for man- 


MANUFACTURED GAS COMPANY STOCKS 


9/23/46 Earnings 
Year 
Ended Amount Ratio 


Dec. 


Where Price 
Traded About 


Bridgeport Gas Lt. .......... c 
Hartford Gas Oo 
Brockton Gas Lt, ............ Oo 
Providence Gas 

Hawestitl Gas Lb oc cccccdecs Oo 
Springfield Gas Lt. 

Fall River Gas 

Portland (Maine) Gas Lt 
Brooklyn Union Gas 
Birmingham Gas 

South Atiantic Gas 

Jacksonville Gas 


Price- 
Earn. Yield 
Rate About 
$1.46 . $1.40 5.4% 
2.14 : 2.00 46 
93 ‘ 
44 
1.95 
1.72 
2.27 


Div. 


& 
AE 
a 


~~; Rew. . 
SSSASSSS 
WAXKNUMNUMA AN cn in 
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S—Stock Exchange. C—Curb. O—Over counter. *For the four months ended April 30, 
1946, 72 cents was earned compared with 47 cents in the same period of 1945. #Quarterly rate; 
somewhat irregular, tIncludes Savannah properties for only ten months. 
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ufuctured gas companies. Most of these to the down trend. With the exception of 
companies report on a calendar year basis Brooklyn Union Gas and South Atlantic 
so that the current trend is not available. Gas, declines in the manufactured gas 
group are rather negligible. In the nat- 

y 3 HE gas stocks have suffered withthe ural gas section, however, where the 
rest of the stock market, but the in- common stocks have greater average 
vestment character of certain issues, par- capital leverage and some issues are less 
ticularly the old-line New England gas ‘seasoned, declines have been fairly sub- 
equities, is reflected in strong resistance stantial in many cases. Stocks with note- 


v 


NATURAL GAS AND MIXED GAS UTILITY COMPANIES 
9/23/46 Price- ’ 
Where Price Earnings Earn. Div. Yield 
Traded About 12Mos. Amount Ratio Rate About 
Retail Natural Gast 
Oklahoma Nat. Gas June 60 10.0 
Mission Oil Dec. ; 
Consolidated Nat. Gas June 
Consol. Gas Util. Apr. 
National Fuel Gas Dec. 
Kansas-Neb. Nat. Gas Mar. 
Ss 0 aaa C June 
Arkansas Nat. Gas Dec. 
Pacific Lighting June 
Houston Nat. Gas O July ’45 
American Light & Traction. .C June 
West Ohio Gas Oo June 
Montana-Dakota Util. 5 June 
Southwest Nat. Gas June 
Mobile Gas Service June 
Southern Union Gas Dec, 
NE 05's. cas cnkavedic’ Cc June 
Rockland Gas June 
Arkansas Western Gas .... June 
Rio Grande Valley Gas .... Dec, 


Retail Mixed Gas 
Peoples Gas June 
National G. & E. .......... Oo June 
Washington Gas Light July 
Laclede Gas Light S June 


Wholesale and Pipe Line 

E! Paso Nat. Gas June 
Interstate Nat. Gas Dec. 
Southern Nat, Gas June 
Tenn. Gas & Trans. ........ Oo er die 
Northern Nat. Gas June r 11.3 
Panhandle Eastern Pipe 

Line S June ‘ 9.9 
Missouri-Kansas Pipe 

Line A Oo Dec. -52(e) a 
Memphis Nat. Gas Dec. 39 12.9 
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S—Stock Exchange. C—Curb Exchange. O—Over counter. *Paid June 29th; there may 
also be a year-end payment. +These classifications are not always exact—United Gas and 
Arkansas Natural Gas are hoth retail and wholesale, for example. t+Payment irregular. 
Eighty cents paid to September 16, 1946. Assuming 25-cent payment in last quarter, yield would 
be 55 per cent. (a)Corporate basis. (b) Arrears on preferred stock cleared up January 2nd. 
(c) New financing and rapid growth make it difficult to estimate current earnings. In the six 
months ended June 30th, 76 cents a share was earned. (d)Approximate. (e)In the seven 
months ended July 31st, 50 cents a share was earned versus 39 cents last year. 
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worthy declines in recent weeks include 
Oklahoma, Mission Oil, Consolidated 
Natural Gas, Arkansas, Pacific Lighting, 
American Light & Traction, Southern 
Union, United, Arkansas Western, 
Washington Gas Light, El Paso, Inter- 
state, Southern, Northern, and Pan- 
handle Eastern Pipe Line. 

Price-earnings ratios have also de- 
clined sharply in many cases and most 
issues can now be purchased at 9 to 15 
times earnings. There are a few “hold 
outs,” however—Hartford Gas still sells 
at 20.6 times earnings, Bridgeport at 
17.8, Brockton 17.2, etc. Yields have 
changed in corresponding fashion. Since 
there have been very few increases in 
dividend rates, yields have risen and a 
number of stocks can be purchased to re- 
turn 5} per cent or more. Yields on nat- 
ural gas stocks continue, on the average, 
to exceed those on electric power and 
light stocks. Yields on manufactured gas 
stocks are unexpectedly generous, since 
most of these companies pay out a sub- 
stantial part of their earnings to stock- 
holders—which fact helps to explain the 
higher price-earnings ratios for the 
group. 

* 


Earnings of Electric Utilities 
Holding Up 


EARS that the substantial tax savings 
F enjoyed by the utilities this year, to- 
gether with refunding savings resulting 
from the refunding program, would be 
fully absorbed by increased costs and 
loss of industrial business have not, so 
far, proved to be warranted. For the 
month of July operating revenues for all 
class A and B electric utilities increased 
2.9 per cent. Fuel costs gained 7.8 per 
cent over last year, and labor costs were 
up 22 per cent. These increases were al- 
most offset by reductions in other ex- 
penses, and in depreciation, taxes, and 
amortization. Thus the utilities were able 
to carry through to net almost all of the 
gain in revenue and the saving in interest 
charges. 

For the twelve months ended July 31st 
net income showed almost the same gain 


as in July, being 22.1 per cent over the 
corresponding previous twelve months. 
In this period, however, fuel and wages 
absorbed a smaller proportion of gross. 
If it had not been for the extraordinary 
increase of some $13,000,000 in “other 
income deductions” (reflecting charges 
which offset almost a corresponding 
amount of Federal taxes), the increase 
in net would have been substantially 
larger. 


= 


Institutional Utility Service 
Prepares Optimistic Forecast 


i Ben table on page 491 was pre- 
pared by Charles Tatham, vice 
president of Institutional Utility Service, 
Inc. 

Since it was issued before the recent 
break in the market, however, we have 
omitted the columns showing market 
price, price-earnings ratios, and yields 
(present and potential). The average 
price-earnings ratio for the stocks in- 
cluded in the table was 19.8, and, using 
estimated near-term earnings, 15.2. The 
average yield was 4.31 per cent, and 
based on estimated possible dividends, 
5.43 per cent. With utility prices now 
down about 15 per cent from the figures 
used in the study, the price-earnings 
ratios would drop correspondingly to 
about 16.8 and 12.9, respectively, while 
the average yields would rise to 5.08 per 
cent and 6.38 per cent. The study did not 
include some of the latest i stock 
offerings such as Dayton Power & Light 
and Cincinnati Gas & Electric which are 
selling on a liberal yield basis and would 
tend to change the averages. 

While Mr. Tatham admits the pres- 
sure for rate reductions, he has evidently 
made allowance for this in his estimates, 
as well as for the fact that the public 
service commissions are lowering their 
conception of “reasonable return” in line 
with lower interest rates. He points out 
that “in a period of general prosperity 
and expanding sales, rate reductions 
seldom have a deleterious effect on earn- 
ings, the resultant increase in volume 
tending to offset the lower unit revenue.” 
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FINANCIAL NEWS 


With respect to sales, he quotes the presi- 
dent of a large utility who foresees “new 
and expanded peacetime usage of elec- 
tricity which challenges the imagina- 
tion.” 


> 


Wall Street Analyses of 
Utility Stocks 


OSEPHTHAL & Co. recently prepared a 

4-page analysis of Engineers Public 
Service, estimating present liquidating 
value (under depressed stock market 
conditions) at 33 to 42. In its regular 
monthly review, the firm discusses some 
of the reasons for the recent decline in 
utility operating company stocks, and the 
poor showing made by riew issues, It 
points out that the amount of investment 
funds available to absorb new issues was 
overestimated, that the initial offerings 


e 
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were overpriced, and that each succeed- 
ing issue had to be marketed on a more 
attractive basis. The latter policy resulted 
in greater pressure against the earlier is- 
sues, and the resulting losses from initial 
overpricing “have undoubtedly under- 
mined confidence in utility stocks.” In 
addition to the $225,000, of utility 
equities offered for cash this year, a sub- 
stantial amount of other stocks (such as 
Penn Power & Light, Birmingham Elec- 
tric, Carolina Power & Light, etc.) have 
been distributed. 

Josephthal & Co. now estimates that 
there are pending some $500,000,000 of 
utility stocks in various stages prelimi- 
nary to public offerings, while $1,500,- 
000,000 additional issues will eventually 
be distributed. In addition to this total of 
$2,000,000,000, there is the proposed 
American Telephone $1,000,000,000 fi- 
nancing, plus other issues. 


COMMON STOCKS 


1945 Est. Near- Pres. Est. Poss. 

Earns. Term Earns.* Div. Div, 
Da ROR, wk cticccewebicisss $2.06 $2.65 $2.00 $2.30 
Cane Se ie BP GG, cas ccvdsecstes 1.79 2.20 1.30 1.60 
Camnt; Hes Gi is GAN occ ccc cavccces 48 70 48 60 
Cleve. Elec, Illum. Co. ...........-. 1.95 2.40 2.00 2.00 
Col. & South. Ohio El. Co. .......... 2.60(a) 3.00 2.40(b) 2.50 
CORN IIE ID ais co vaccacecccncs 1.89 2.17 1.40 1.80 
Cae Oe te SE Bbc kip cccdsivaes 2.98 3.40 2.80 2.90 
oo Be eS 8 arr 1.74 2.60 1.60 2.00 
Consol, Gas Co. of Balt, ............ 4.41 5.40 3.60 4.60 
pe NL A Da eee 1.19 1.60 1.00 1.40 
pee SE one 1.25 1.60 1.20 1.40 
Florida Power Corp. .............+: 1.49 1.30 80 1.00 
Houston Ltg. & Pr. Co, ...........0. 5.03 6.00 3.60 5.00 
FR IME Sin cocnnicke cscs 2.92 3.00 1.60 2.40 
Indianapolis Pr. & Lt. Co. ........... 1.93 2.40 1.20 1.60 
Mountain Sts. Pr. Co. ........ aareiys 2.26 2.50 1.50 2.00 
GRO lc keke 1.38 2.75 2.00(b) 2.00 
PE Oh Oe Me I a's ob c's-ssscncccs 2.16 3.00 2.00 2.40 
Pennsylvania P, & L. Co. ............ 1.08(c) 1.90 80 1.40 
LM Bh ay ee rere 5.07 3.30 4.00 3.00 
Philadelphia Elec, Co, .............. 1.44 1.80 1.20 1.40 
PS SE hc bos kcccvcctocces 2.53 3.00 1.65 2.40 
Pie  bcdbcd cs ccuscedead 2.23 3.60 1.80 3.00 
P, SiO NGtr FOGOOG 6n cc ccc cccccscee 1.12 2.30 1,00 1.60 
San Diego G. & E. Co, .............. 91 1.25 80 1,00 
Sioux City G. & E. Co. ............. 1.12 2.00 1.30 1.60 
South, Cal. Edison Co. .............. 1.64 3.00 1.50 2.40 
Southwestern P, S. Co. ............. 1.90 2.40 1.80 2.00 
Tampa Electric Co. ..0.....cecccvee 1.99 2.00 1.60 1.80 
UR e OMA GO ok oo eck dis cece ae 1,64 2.00 1.20 1.60 





* Twelve to fifteen months. (a) Pro forma. (b) 
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Truslow Hyde, Josephthal analyst, 
points out that while theoretically much 
of this financing will represent an ex- 
change of securities or funds, neverthe- 
less it must be treated substantially as 
though if were “new money.” The reason 
is that the old holding company stocks 
are largely held by speculators who are 
not interested in buying or retaining the 
operating company stocks. Hence the lat- 
ter must seek investment channels, and 
will constitute a drain on available in- 
vestment funds. 


roar ge arid of some of the pro- 
posed offerings such as California 
Oregon Power, Central & South West 
Utilities, New England Gas & Electric, 
and Mountain States Power affords only 
temporary relief, Mr. Hyde thinks. It 
will be necessary to offer new issues on 
a sufficiently liberal basis to attract more 
investment funds or to interest specula- 
tors in appreciation possibilities. While 
Mr. Hyde's view regarding the outlook 
for utilities is somewhat pessimistic be- 
cause of the huge amount of financing 
still overhanging the market, he feels 
that some stocks “have reached levels on 
which initial purchases are warranted, 
and that a program of gradually invest- 
ing cash and switching from senior to 
junior utility securities should now be 
started.” 

He favors issues which can be 
expected eventually to increase their divi- 
dends, and among the latter he includes 
Idaho Power, Commonwealth Edison, 
Detroit Edison, Public Service of Colo- 
rado, Delaware Power & Light, Central 
Hudson Gas & Electric, Indianapolis 
Power & Light, Northern Indiana Public 
Service, Iowa Public Service, Central 
Illinois Electric & Gas, Public Service of 
Indiana, and Sioux City Gas & Electric. 


* 


Consolidated Edison Company 


Re seer pages Epison has recently 
issued a revised edition of its book- 
let “Serving New York.” (See Pustic 


Utiities FortNIGHTLY, 
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page 574, 


April 25, 1946, for a review of original 
edition.) The new issue includes 1945 
data on earnings and dividends, number 
of shareholders, average shares held, and 
classification and distribution of share- 
holders. 

Data are also given on the num- 
ber of employees, average weekly and 
hourly wages over a period of years, and 
certain rate data. 

It is interesting to note that as of De- 
cember 31, 1945, 65 per cent of the com- 
pany’s common stock was held by in- 
dividuals (about equally by men and 
women), 8 per cent by brokerage houses, 
10 per cent by banks, 2 per cent by in- 
surance companies, 8 per cent by individ- 
uals or banks acting as fiduciaries, 4 per 
cent by corporations, 1 per cent by col- 
leges and other institutions, and (sur- 
prisingly) less than 1 per cent by invest- 
ment trusts. As to the preferred stock, 
individual holdings were only 40 per cent, 
while bank, fiduciary, and institutional 
holdings were much larger. Geographi- 
cally, the common and/or preferred 
stocks appear to be held in every state of 
the Union. Only 44 per cent of the two 
stocks was held in New York state, and 
1.33 per cent was held outside the United 
States. New England holdings were sub- 
stantial, with Massachusetts alone ac- 
counting for nearly 11 per cent and Con- 
necticut nearly 5 per cent. 

Turning to the statistics on employees 
and wages, it is interesting to note that 
the number of employees declined stead- 
ily from 45,248 in 1935 to 23,926 in 1945 
—a reduction of 47 per cent. (The de- 
cline in operating employees was 42 per 
cent and in construction employees 75 
per cent.) Average hourly wages in- 
creased steadily from 74 cents per hour 
in 1932 to $1.24 in 1945, Thus, continual 
gains in efficiency were about offset by a 
constant rise in wage rates. Total salaries 
and wages in 1945, while up from the 
average figures for 1942-4, were lower 
than for any previous year back to 1930 
(except 1933). They were nearly 20 per 
cent below the 1930 level, which is a 
tribute to the management of Consoli- 
dated Edison. 
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What Others Think 


Great Britain Looks at Her Gas 
Industry 


ESPITE mounting opposition, led by 

the conservative party and various 
industrial and business groups, the Brit- 
ish Labor government is continuing, 
officially at least, to lay its plans for na- 
tionalizing key industries, including the 
public utility industries. Progress on this 
program has been slow, and there are 
many who feel that it may eventually 
break down entirely. 

So far, the only fully completed 
nationalization plan was that involving 
the Bank of England under a bill which 
became law on February 14, 1946. The 
bill to nationalize coal mining, although 
introduced in December, 1945, and later 
approved, will not be implemented until 
next year. The remaining industries to 
be nationalized, according to the an- 
nounced plan of the British Labor 
government, are: civil aviation, electric- 
ity, gas, telecommunications (other than 
the telephone and telegraph services al- 
ready under control of the Crown), and 
inland transport. Shipping will not be 
nationalized, although docks and harbors 
will be brought under a national control 
plan, and the iron and steel industries 
are being investigated to determine 
whether they should be nationalized or 
not. 

Among the reasons why this ambitious 
program may bog down, the principal 
one seems to be the enormous task of 
carrying out a complex socialistic setup 
while at the same time directing a 
planned peacetime economy. For exam- 
ple, the accumulation of working capital 
for the Socialist experiment depends on 
exports. Yet in the first three months of 
1945 exports were 32 per cent of the 
base figure in*1938 and in the same 
period in 1946 exports had risen to 84 
per cent. While this represents an as- 
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tonishing recovery, it is clear that the 
socialistic planners of Great Britain are 
going to need much more of an increase 
simply to get the wherewithal to finance 
the changeover. 


T will take continued hardship, misery, 

and discipline on the part of Britain’s 
long-suffering masses to endure the extra 
complications of this difficult transitional 
period. Britain faces a coal crisis this 
winter. That electricity will be rationed 
is a generally accepted fact. It is scarcely 
an auspicious time for the new national 
coal board, which was to take over Janu- 
ary 1, 1947, to launch its career. 

The old socialistic arguments that the 
coal miners would produce more coal if 
they were sure it was for the community 
instead of going into profits for the 
wicked capitalists have been pretty well 
shattered in the minds of the English 
common people as they stare at empty 
coal bins. Despite the attempts of the 
new board—all practical businessmen, 
incidentally—to put the British coal pro- 
duction on an improved business basis, 
the miners have shown no disposition to 
work any harder for the community than 
for the profit system. Yet Britain re- 
quires this winter about 4,000,000 tons 
of coal each week as a minimum. 

The electric industries, led by the 
Right Honorable Lord Royden, chair- 
man of the Edmundsons Electricity 
Corporation, Ltd., have, attacked the 
Labor government’s efforts to nationalize 
their properties in a report which includ- 
ed a comprehensive review of the record 
of failures of state enterprises else- 
where, including Australia, Canada, 
France, New Zealand, Switzerland, and 
the United States. In our own country, 
Lord Royden reports that the United 
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States government lost more than $2,- 
680,000,000 between 1916 and 1930 on 
shipping, “and finally cut its losses by 
sales and scrapping.” 

Coming now to gas, the British govern- 
ment’s plan is still in the study stage. 
But that study already has produced a 
most remarkable report to the Ministry 
of Fuel and Power by a committee of in- 
quiry, entitled “The Gas Industry.” 
(This report may be had from His 
Majesty’s Stationery Office in London 
for the equivalent of two shillings.) It 
should be of passing interest to students 
of gas utility operations in the United 
States, particularly manufactured gas. 

After all, Great Britain’s gas is en- 
tirely a manufactured supply, which 
makes it absolutely dependent on the pro- 
duction, supply, and cost of coal. The re- 
port traces the history of coal gas 
from William Murdock’s experiments 
in 1792 and the chartering of the first 
gas company—the London Gas Light 
and Coke Company in 1812. By 1830 
200 so-called “undertakings” (the British 
word for both publicly and privately 
owned gas utility companies) had be- 
come established. By 1912 there were 
826 “undertakings,” serving 6,876,000 


customers. 


URING the 1920's British legislation 
required the gas industry to sell 
gas by heat content, rather than volume, 
thereby adopting the therm (based on 
100,000 British thermal units). By the 
outbreak of World War II the number 
of gas customers had reached a peak of 
11,215,000. Of the total number of “un- 
dertakings,” 400 were private companies 
and 298 were municipal plants. 

It will be of particular interest to 
American readers to note that during the 
1930’s both the British government and 
the British gas industry discovered cer- 
tain virtues in the holding company. 
This was about the time when the 
government in the United States was so 
perturbed about the demerits of the hold- 
ing company that we finally got our 
Holding Company Act through Congress 
with the so-called “death sentence.” 
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But in Great Britain in 1933 the Board 
of Trade gas legislation committee’s 
recommended “the formation of terri- 
torial associations of gas undertakings 
for the purpose of acquiring financial in- 
terest in, or assuming control over, 
groups of gas undertakings in specific 
areas.” This committee report stated: 
A parent company, having financial con- 
trol over a number of companies including, 
if possible, at least one well-established 
statutory gas undertaking to act as a nucleus 
to the organization, seems to us obviously 
better able to raise capital on advantageous 
terms than a purely local undertaking whose 
shares offer no particular attraction on the 
money market outside its own locality. Such 
a parent company is again able to place at the 
disposal of its subsidiaries technical advice 
such as could not otherwise be afforded and 
to obtain terms in connection with the pur- 
chase of coal and other materials such as 
purely local undertakings could not com- 
mand. 


Even the present ministry’s committee 
of inquiry had this to say about the hold- 
ing company in the report published this 
year on the nationalization plan: 

The holding company movement at its best 
has considerably benefited the gas industry 
by promoting integration among its sub- 
sidiaries. In some cases, however, integra- 
tion was not possible for geographical or 
economic reasons and in these the subsidiaries 
could be helped by expert advise, control, and 
the provision of fresh capital. This was not 
always done and there have been cases where 
holding companies have done little to im- 
prove the efficiency of the unde 
under their control. 


LS gene legislation affecting the gas 
industry goes back to the Gasworks 
Clauses acts passed in 1847 and revised 
in 1871. But they merely standardized 
the terms of private legislation authoriz- 
ing activities of particular undertakings. 
The 1847 act limited dividends to 10 per 
cent per annum, with the requirement for 
rate reduction if profits exceeded that 
amount. As the industry became better 
established the dividend limit was re- 
duced to 7 per cent on new capital and 
a large number of companies converted 
capital into one class, bearing a lower 
rate of dividend, usually from 4 to 5 
per cent. 

In 1875 there was established in Great 
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Britain the so-called sliding-scale system 
of price and dividend controls on which 
some of our American experiments in 
sliding-scale, wiser erate Pp spy 
controls were based. The 1 report of 
the fuel and power ministry’s committee 
of inquiry gives the following typical 
clause in a private act affecting a British 
gas undertaking during that time: 

The standard price to be charged shall be 
3s. 9d. per thousand cubic feet provided that 
the gas company may increase or diminish 
such standard price, subject to a decrease or 
increase in rate of dividend, as prescribed 
by the act, to be calculated as follows: for 
every penny or part of a penny charged in 
excess or diminution of such standard price 
in any year, the prescribed rate of dividend 
shall be for such year reduced or increased 
by 5s. in the £100 per annum. 


The 1946 report goes on to say that 
“the sliding scale came to be regarded 
as a most valuable means of harmonizing 
shareholders’ and consumers’ interests in 
the conduct of a monopoly, and was 
adopted by most of the larger gas com- 
panies of the country.” Of course, this 
device made it necessary to restrict the 
amount of capital issued and the reserves 
which the “undertakings” might accumu- 
late. 

Setting aside sums for depreciation 
was not recognized at this early date. 
Subsequently, however, the sliding-scale 
arrangement came to be not so highly 
regarded. By 1946 the committee of in- 
quiry says about this: 

. .. In periods of changes in the value of 
money, it permitted or compelled changes in 
dividends payable, which bore no relation to 
the efficiency of management. In periods of 
falling cost such as the last quarter of the 
Nineteenth Century this meant increased divi- 
dends to shareholders without any extra 
effort. In periods of rising cost, such as the 
first World War, it meant penalizing the 
shareholders for cost increases quite inde- 
pendently of the quality of the management ; 
in fact the dividends of some companies on 
the sliding scale fell to vanishing point dur- 
ing that war, so that it ie necessary in 
1918 to suspend sliding-scale provisions by 
the Statutory Undertakings (Temporary In- 
crease of Charges) Act. The Gas Regula- 
tion Act, 1920, authorized the Board of Trade 
to fix new standard prices (as well as new 
maximum — to cover cost increases 
since 1914, but the sliding scale did not re- 
cover its old prestige. 
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nw 1920 the South Metropolitan Gas 
Company obtained an act con- 
taining a new system of price control 
known as the “basic price system.” This 
system is complex in its provisions but 
simple in principle, It differs from the 
sliding scale in three general respects: 
(1) It provides for a basic dividend 
which also is a minimum dividend, not re- 
ducible when prices to consumers are 
increased; (2) there is an “incentive 
yment” provided—a sum payable to 
shareholders by way of extra dividends 
calculated in relation to the difference be- 
tween the total revenue actually collected 
from consumers and what the consumers 
would have paid if they had all been 
charged for their gas at the basic price; 
(3) employees shared in the profit shar- 
ing through copartnership schemes, 
bonuses, and so forth, in an amount 
about equal to the extra shareholders’ 
dividends. 

Under most Basic Price acts, one-sixth 
of the difference between the actual and 
hypothetical basic gas revenues was 
passed to each of the two interests— 
shareholders and employees. Although 
the basic price system was never em- 
bodied in general legislation, it became 
increasingly popular with the large com- 
panies. At the outbreak of World War 
II, more than half the gas in the United 
Kingdom was supplied under this regu- 
latory system. 

During World War II it became 
necessary for the British government to 
exercise control over the industry in a 
number of ways. The Ministry of Fuel 
and Power fixed the price of gas as part 
of the government’s general policy of 
restricting increases in the cost of living 
which may be comparable to our OPA 
setup, although no subsidy was involved. 

Describing the operating efficiency of 
the present British gas industry, the re- 
port states that the proportion of cost in 
gas manufacturing represented by car- 
bonizing labor usually lies between one- 
fourth and one-eighth of the cost of gas 
into the holder. Efficiency increases with 
the size of the works up to the maximum 
of 1,000,000 therms per annum. “There- 
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after no further advantage is gained by 
size.” 


OMPARING private and municipal un- 
dertakings, the committee’s report 
finds that the private companies tend to 
set aside too small an amount for ob- 
solescence while the municipal plants 
have set aside too generous an amount, 
“penalizing the present consumers for 
the benefit of posterity.” As to com- 
parative rate policies of these two groups, 
the report states: 


. as regards price policy there is little 
evidence of an attempt by municipal under- 
takings to use imaginatively their powers to 
promote demand. In fact, their record is 
less impressive than that of the companies, 
although, as one would expect, there are 
exceptions to the rule. The reason for this is 
undoubtedly political and not a consequence 
of the legislative provisions. Any experi- 
ment in price policy must involve some ele- 
ment of disturbance to existing users, and it 
is therefore understandable that a politically 
elected body is likely to choose the line of 
least resistance. 


As in the United States, a tendency 
toward an aggressive rate policy of the 
British gas industry has been dictated 
largely by competition from electricity. 
The report states on this point: 


The difference of tradition in the two in- 
dustries is, however, only one element; there 
are other reasons why the use of tariffs in 
the gas industry has been developed to a less 
extent than in the electricity industry. The 
domestic use of gas accounts for 65 per 
cent of the demand, and cooking is now the 
basic load in this field. For this purpose gas 
has no monopoly; it has to face strong 
competition from solid fuel, which is cheap- 
er, and also from electricity, which is now 
almost as convenient as gas to use and, when 
sold on a tariff basis, is not much more ex- 
pensive. The probability is that such differ- 
ence in convenience as remains will be pro- 
gressively narrowed by technological ad- 
vance in design of electrical cooking appli- 
ances. 

The differential in cost which gas now en- 
joys over electricity is difficult to evaluate, 
but the over-all figure is probably not more 
than 15 per cent. The probability is that a 
difference of this nature may continue in the 
future. The material point is that the differ- 
ential is not now decisive, nor likely to be- 
come so, in determining the choice of the 
consumer. 

The gas industry, therefore, cannot ap- 
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proach the tariff question from the point of 
view that it has a monopoly for any domestic 
load on which to carry its fixed consumer 
charges. The electricity industry is better 
placed in that it can look upon the lighting 
and radio use—there is no acceptable alterna- 
tive to either—as a monopoly by which its 
fixed consumer charges can be borne, with 
the result that a commodity rate can then be 
charged for cooking and other uses. 


Another difficulty which the report 
finds the British gas industry to be ex- 
periencing is the so-called “uneconomic 


consumer.” This consumer has gas mere- 


ly for stand-by or some minor use such 
as the gas range. Since the British gas 
industry has no power to make a mini- 
mum charge and it is doubtful if it would 
have made such a charge if it could, the 
report finds that any future plan has to 
consider this definite handicap. 


TILITY men in the United States will 
be interested in the modest form of 
accounts which are required by British 
legislation to be kept by British gas un- 
dertakings. These include: (1)  state- 
ment of stock capital; (2) simple state- 
ment covering loan capital; (3) state- 
ment showing how such authorized 
capital has been expended or applied; 
(4) a revenue account, usually in detail ; 
(5) a net revenue account; (6) the 
balance sheet. 

The results of the liberty of action 
which the British companies have had 
have produced some rather varied results, 
as shown by the following excerpt from 
the committee report: 

... Some have kept their capital accounts at 

a low figure by writing off against revenue 

not only the repairs and the replacements, but 

improvements and extensions of a capital 
nature. Others have written off to revenue 
only the minimum expenditure on repairs 
and renewals required to maintain the 
works ; consequently any improvement in de- 
sign or increased capacity has been capital- 
ized. This in fact has resulted in undertak- 
ings erected at approximately the same time 
and having approximately the same amount 
of issued capital owning works and distribu- 
tion systems of widely different capacities, or 
in undertakings of the same size having 
widely different capital. 

It is not implied that either policy benefits 
the stockholder, but it may have the effect of 
benefiting or penalizing the future consumer 
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WE'RE NOT DOING IT AT ALL RIGHT” 


at the expense of or to the advantage of the 
present consumer. Two points arise, firstly 
that, whatever course is followed, its effect’ 
should be clearly disclosed, and, secondly, 
that the provision of normal depreciation 
which spreads the burden evenly should be 
made. 

It would seem that the only way to give 
effect to this is by setting up new capital ex- 
penditure accounts on the basis of current 
valuation. In this way the difference in policy 
in the past would be disclosed. It would then 
be possible for all new capital items to be 
treated on a common basis and to provide de- 
preciation on both old capital and new capi- 
tal, in accordance with the common practice 
of commercial undertakings. 


Concerning the future of the industry, 
the report of the committee on inquiry is 
fairly optimistic. Sales of gas for indus- 
try are now more than 50 per cent high- 
er than before the war and the committee 
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concludes that a “reasonable forecast of 
the development of the industry is that 
the industry will in ten years time have 
increased its sales at least 20 per cent 
above the level of today.” 


TU is on the subject of proposed re- 
organization, however, that the re- 
port of the committee of inquiry makes 
rather unusual reading for American 
utility men. In the United States the 
stress of government regulation has been 
in the field of reducing the size of com- 
panies under common holding company 
control pursuant to the pattern set forth 
in §11 of the Holding Company Act. Our 
British cousins apparently propose to go 
in the other direction with their gas 
utility industry. 
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The committee finds first that within 
the limits of its existing structure the 
industry is reasonably efficient; second, 
that it must be made more efficient by 
reorganization into larger operating 
groups. “The direction of the required 
changes is clearly marked—namely, to- 
wards groupings into larger units.” The 
committee report says this also is the 
feeling of the gas industry itself. 

Advantages to be obtained through 
such reorganization are: (a) higher 
carbonizing efficiency ; (b) more econom- 
ic labor and maintenance costs; (c) im- 
proved load factor; (d) improvements 
in labor conditions; (e) financial econ- 
omies ; (f) sales efficiency ; (g) improved 
service, distribution, and development. 

It is precisely on this basic need for re- 
organization that the committee’s pro- 
posal for socializing the gas industry is 
predicated. Apparently leaving it up to 
holding companies to obtain the necessary 
mergers and consolidations would not be 
practical, The committee says on this 
point : 

..- No voluntary process is likely to be suffi- 
ciently speedy to satisfy present and future 
requirements. The reason for this is that 
the difference in structure between the statu- 
tory companies and the municipal undertak- 
ings is a basic one, and it is unrealistic to 
expect such a change of climate as will make 
possible fusion between them in any form 
which is likely to be effective. 

It is possible to envisage machinery which 
would bring about further fusions between 
statutory companies, but this would involve 
some form of arbitration to overcome the 
differing opinions as to price which always 
exist between a willing seller and a willing 
buyer. It is also possible to envisage further 
progress through the instrument of the hold- 
ing company in bringing about groupings, 
but, again, without arbitration it is difficult 
to resist the thought that the bargaining pow- 
er is unduly weighted in favor of the unit 
which it is desired to absorb, and, therefore, 
that resultant economies would be undesir- 
ably discounted by excessive capital charges. 


AVING decided that groupings into 

larger units is necessary, and that 
a satisfactory pattern demands a direct 
approach through a predetermination of 
operating boundaries, the report makes 
the following proposals with respect to 
the structure of the industry : 
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1, Since gas cannot be economically 
provided everywhere, and a national 
grid is just as impracticable as uniform 
rates throughout Britain, it follows 
that complete centralization may be 
safely rejected. 

2. Regional boards should be set up 
by act of Parliament covering the 
whole of England, Scotland, and 
Wales. The report suggests ten geo- 
graphical regions, two of which would 
be London and Scotland. The regions 
vary widely in size, which is not con- 
sidered “undesirable.” 

3. These regional boards would ac- 
quire all the existing “undertakings,” 
whether private or municipal, within 
their respective areas. They would 
have complete power to purchase 
properties on terms fixed by an im- 
partial board. 

4. Each board would consist of a 
full-time chairman and six directors, 
three of whom also would be full time. 
The appointments would be made by 
the Minister of Fuel and Power after 
consultation with a gas industry advi- 
sory group. Their compensation would 
be fixed by the minister, not necessar- 
ily on a uniform basis. 

5. Organization below the level of 
the board would be worked out to take 
care of the requirements of the par- 
ticular region. 

6. The capitalization of the boards 
would be wholly of the fixed interest 
type. It is admitted, however, that the 
elimination of equity capital raises 
many difficulties, including the possi- 
bility of a needed guaranty of deficit 
by some outside agency, which could 
only mean the government. 

7. The total amount of outstanding 
capital of the private companies in 
Great Britain was estimated at $165,- 
000,000, with a market value of an 
estimated $181,500,000. 

8. British municipal plants, with an 
output of about half that of the private 
companies, are accordingly roughly es- 
timated by the committee of inquiry 
to have a market value of approxi- 
mately £90,075,000,000, and an out- 
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standing municipal debt of about 
£22,000,000. 

9. Regional boards could obtain 
capital at 3 per cent, with a govern- 
ment guaranty, and 4 per cent, relying 
on their own resources. 

10. The committee recommends that 
capital be wholly at fixed interest, 
some guaranteed by the government 
for a commission of 1} per cent, to be 
paid by the boards themselves. 

11. The report suggests two alterna- 
tives as to acquisition cost by the 
board: (a) acquiring private compa- 


nies at market value and municipal 
plants at output value, making a total 
of £272,250,000, or (b) acquiring 
private companies at market value and 
municipal plants at net outstanding 
debt, making a total of £203,500,000. 

12. Boards would fix prices to recov- 
er, under normal conditions, all expen- 
ses, full interest on capital outstand- 
ing, and a commission of one-fourth 
of one per cent per annum to the 
government. But no attempt would be 
made to accumulate reserves other than 
for depreciation. 





A “Big Inch” to Pipe Natural Gas from 
Texas to Southern California 


TS West is to have a “Big Inch” of 
its own. Construction is expected to 
start soon on a 1,200-mile pipe line to 
transport natural gas from mid-continent 
fields to the densely populated sections 
of southern California. This is a joint 
project of Southern Counties and South- 
ern California Gas companies and the 
El Paso Natural Gas Company of El 
Paso, Texas, authorized by the Federal 
Power Commission, and is estimated to 
cost $70,000,000. 

An article in the August issue of West- 
ern Construction News gives various in- 
teresting details of this large project. It 
is stated that 

Facilities authorized for construction by 

El Paso include 737 miles of 26-inch pipe line 

extending from Eunice, Lea county, New 

Mexico, to the California-Arizona state line 

near Blythe, California; a 25l-mile exten- 

sion of 24-inch transmission line from Du- 
mas, Texas, to the Eunice plant in New 

Mexico; compressor stations with an aggre- 

te in the final state of 129,800 horsepower ; 
ve connecting lateral lines in the Permian 
basin in New Mexico and Texas; three gas 
purification and dehydration plants plus one 
gas dehydration plant; and appurtenant 
acilities. El Paso’s pipe-line system, at its 


ultimate capacity, is estimated to cost $53,- 
800,000 


The California companies will construct 
during the first year, 214 miles of 30-inch 
connecting pipe line extending from the Ari- 
zona-California border to Santa Fe Springs, 


499 


California, a number of lateral lines, and 
appurtenant facilities. . . . A 10,000-horse- 
power compressor station near Blythe, Cali- 
fornia, is planned for the final stage of con- 
struction. Total cost of the lifornia 
segment is estimated at $16,225,000. 


T is noted that the 30-inch pipe line to 
be laid in California is the largest 
diameter authorized gas pipe line to date. 
The article goes on to say that aside from 
its great length and its major impor- 
tance to the economy of one of the West’s 
largest population centers, the new line 
is outstanding because of the following 
three unusual construction features: 

1. Use of specially drawn pipe of 30-inch 
OD size, constituting the first major appli- 
cation of large-diameter, high-strength pipe 
on the West coast. 

2. Adoption of pressure-limiting devices 
which make it possible to reduce wall thick- 
ness of the pipe. 

3. Use of the pipe line itself as a huge 
storage reservoir to serve as a buffer against 
peak fuel demands. 


The dependence of southern Cali- 
fornia upon natural gas is indicated by 
the statement that it is used for more 
than 95 per cent of the space heating, 
water heating, and cooking there. This 
section is reported to have the highest 
saturation of gas appliances in the Unit- 
ed States, and an uninterrupted and ade- 
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quate flow of this fuel is of great im- 
portance. 

As to the present source of natural 
gas, it appears that southern California’s 
supply is based primarily on recovery of 
residue gas generated in the operation of 
its oil fields. The article commented : 

Wartime military requirements compelled 
oil operators to draw oil faster from the 
ground than would have been desirable from 
the standpoint of getting the greatest even- 
tual recovery from the formations. In effect, 
the gas-pressure account was overdrawn by 
withdrawing the crude petroleum so swiftly, 
thereby removing more gas than would have 
been necessary. 


cb - article points out that the en- 
gineers of the Southern California 
Gas Company foresaw that this un- 
economic wartime operation would hasten 
the day of reckoning. By 1950, they 
estimated, the supply would fall some 
150,000,000 cubic feet short of total daily 
requirements. It added that 


These were the reasons behind the $70,- 
000,000 pipe line which will bring gas from 
the rich Permian basin and the Hugoton and 
Panhandle fields of southwest Texas and 
New Mexico. Geologists have indicated that 
this 4,000,000-acre area contains more than 
40 trillion cubic feet of gas in its under- 
ground reservoirs. At present, there is no re- 
covery of the natural gas brought to the 
surface in the Permian basin and, as a re- 
sult, 383,000,000 cubic feet per day are vented 
into the air. This wasted gas, it is believed, 
would be enough to load the new pipe line 
for many years. 


The thought comes, in reading about 
this extensive undertaking—which is the 
result of the intensive studies and far- 
sighted planning of the gas utility com- 
panies in southern California, and their 
willingness, in association with the mid- 
continent producing interests, to venture 
capital in this big construction job—that 
it provides one more illustration of the 
vision and courage of “free private en- 


terprise.” 
—R.S.C. 





Administration’s Price and Wage Policies 


wait f- policy of the administration has succeeded in ele- 
vating the wage level above the price level. It is just 
as unsatisfactory to have a wage level too high for the price level 
as it is to have a wage level too low for the price level. If it is 
too low for the price level, the people do not have money to buy 
the goods. If the wage level is too high and the cost is such that 
there 1s no incentive for manufacturers to manufacture, there 
will be no production. The relationship at the present time is 
out of proportion. The laboring people think that the propor- 
tion ts proper, and they will try to maintain it. If they succeed, 
we will not have production, and a constant increase in prices 
will take place in order to catch up with wages. It is very diffi- 
cult for me to see how we can escape the danger of considerable 
inflation; I do not see how we can prevent it. But we must 
recognize the fact that increased costs will have to be recognized 
in increased prices for the farmer, the manufacturer, the proc- 
essor, and the distributor. Otherwise, the wheels of industry 
will not turn.” 
—Rosert A. Tart, 
U. S. Senator from Ohio. 








The March of 
Events 
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In General 


Record AGA Convention 
Expected 


EGINNING the week of October 7th, at At- 
lantic City, New Jersey, the twenty-eighth 
annual convention of the American Gas Asso- 
ciation—the first full-fledged postwar meet- 
ing—was scheduled to take place. A great 
exhibition of gas appliances and equipment, 
sponsored by the Gas Appliance Manufac- 
turers Association, also was planned. 

The largest and most significant convention 
ever held in the gas industry was predicted on 
the basis of advanced registration, indicating 
a record attendance of about 10,000. Demand 
for space in the exhibition exceeded other 
events of this nature. Visiting delegates were 
to be greeted with an eye-filling spectacle of 
row upon row of product exhibits—filling the 
vast municipal auditorium which is so large 
it will encompass a 14-story city building. 

Programs of the general, departmental, and 
sectional meetings were exceptionally com- 
plete and intensive. Broad-gauged problems of 
industry-wide significance were to be discussed 
by speakers, within and without the industry. 


Monday, October 7th 

The convention will open Monday morning, 
October 7th, with meetings of the association’s 
two departments. Under Chairman R. H. Har- 
grove, United Gas Pipe Line Company, the nat- 
ural gas department was to spotlight discus- 
sions of natural gas reserves, pipe-line flow 
research, volume sales, and recent develop- 
ments in natural gas regulation. 

The manufactured gas department, led by 
Hudson W. Reed, chairman of the department 
and president of the Philadelphia Gas Works 
Company, had arranged for authoritative pres- 
entations on topics of major importance to 
manufactured and mixed gas companies. 
Speakers would include E. V. Murphree, vice 
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president, Standard Oil Development Com- 
pany, New York, on “Research—An Industrial 
Must,” and William W. Bodine, financial vice 
president, Penn Mutual Life Insurance Com- 
pany, Philadelphia, on “The Financial Outlook 
of the Manufactured Gas Industry.” 

The manufactured gas department meeting 
would feature a symposium on the outlook for 
raw materials. 

An employee relations forum was to be held 
Monday afternoon under the leadership of 
Fred R. Rauch, chairman of the association’s 
personnel committee, and vice president, Cin- 
cinnati Gas & Electric Company. Introduced 
by Everett J. Boothby, president of the Ameri- 
can Gas Association, this timely program was 
to include such headline topics as: “Manage- 
ment’s Stake in Collective Bargaining,” by Dr. 
George W. Taylor, professor of industry, 
Wharton School of Finance and Commerce, 
University of Pennsylvania; “A Program for 
Labor Peace” by C. B. Boulet, director of per- 
sonnel, Wisconsin Public Service Corporation, 
Milwaukee; “Better Relations through Better 
Information” by W. H. Senyard, personnel 
director, Louisiana Power & Light Company, 
Shreveport. Discussion leaders will include M. 
V. Cousins, personnel director, United Gas 
Pipe Line Company, Shreveport; and F. W. 
Fisher, director of personnel and public rela- 
tions, Rochester Gas & Electric Corporation. 


Tuesday, October 8th 


A convention program committee, headed by 
Irving K. Peck, Manufacturers Light & Heat 
Company, Pittsburgh, has been active in put- 
ting together the attractive general sessions’ 
program. President Boothby was scheduled to 
preside over the first general session on Tues- 
day morning, with a report on the association’s 
finances by Edward F. Barrett, AGA treasurer, 
and president, Long Island Lighting Company, 


OCT. 10, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


which will be followed by the election of offi- 
cers for the 1946-1947 term. 

. J. A. Krug, Secretary of the Interior, Wash- 
ington, D; C., was expected to address the Tues- 
day session, leading off an imposing array of 
speakers from outside the industry. Widely 
known and respected in the gas industry, Mr. 
Krug’s background includes such posts as 
wartime director of the Office of War Utilities 
and as chairman of the War Production Board, 

The gas industry’s stepped-up program of 
research and promotion with its many faceted 
developments was to be placed before the in- 
dustry in the annual report of the association's 
managing director, H. Cart Wolf, speaking on 
“An Industry with a Program.” 

Concluding the first general session, an ad- 
dress on “Public Relations and Selling” by 
Arthur H. Motley, president, Parade Publi- 
cation, Inc., New York, was scheduled. 


Wednesday, October 9th 


The second general session, Wednesday eve- 
ning, would be combined with an entertainment 
function wherein the business events would be 
followed by a musical concert. At this session 
Mr. Boothby was to deliver his presidential 


address, which would review the high spots 
of his administration and present his views on 
the prospects of the gas industry. 

A feature of the evening session would be 
the presentation of awards for outstanding in- 
dividual and company achievements during the 
year. Guest speaker at the Wednesday general 
session was expected to be Dr, Pierce Harris, 
minister, First Methodist Church, Atlanta, 
Georgia, ex-professional baseball player, and 
noted speaker on human interest topics. 


Thursday, October 10th 


The third general session, Thursday morn- 
ing, would open with an analysis of the “Eco- 
nomics of Tomorrow’s Business” by Professor 
Erwin H. Schell, head of business and engi- 
neering administration, Massachusetts Insti- 
tute of Technology, Boston. Professor 
Schell is no newcomer on gas industry pro- 
grams and has always had a valuable message 
for his audience. 

The American home, the gas industry’s great- 
est market, was to be the subject of a summary 
by Robert F. Gerholz of Gerholz-Healey Com- 
pany, Flint, Michigan, of the latest trends in 
residential housing. In addition to heading a 
OCT. 10, 1946 


prominent Flint concern, Mr. Gerholz is a past 
president of the National Association of Home 
Builders. 

The well-known public opinion sampler and 
national marketing authority, Elmo Roper of 
New York, also was slated at this session to 
tell the gas industry “What the Public Thinks 
of Business.” 

Returning to a subject which will have re- 
ceived concentrated attention at the employee 
relations forum, Warren Whitney, manager, 
National Cast Iron Pipe Division, James B. 
Clow & Sons, Birmingham, will talk on 
“Human Relations — Today’s Management 
Challenge.” Under his guidance Mr. Whit- 
ney’s company has established an enviable 
record in safety and personnel matters and he 
will bridge the gap between the two sessions 
by emphasizing the importance and interrela- 
tion of these topics. 

The general sessions will close with a report 
of the time and place committee on the 1947 
annual convention, by N. T. Sellman, chair- 
man, and vice president, Westchester Lighting 
Company, and a report on resolutions. 

The time and place committee of the AGA in- 
formed the executive board of the association 
at its meeting last month of its intention to 
recommend to the Atlantic City convention 
that the 1947 convention of the AGA be held 
in San Francisco, California, from September 
29 to October 3, 1947. 

Approval of the recommendation by the con- 
vention is required, but, subject to such ap- 
proval by the membership of the association, 
tentative arrangements have been made to con- 
vene in San Francisco next year. 


Friday, October 11th 


Friday of convention week was being re- 
served for committee and other miscellaneous 
meetings, and for a final look at the gas ap- 
pliance exhibition. Ample time would be al- 
lowed between sessions for a thorough inspec- 
tion of the manufacturers’ exhibits and no 
events were scheduled for Wednesday after- 
noon, thus allowing further time for this ac- 
tivity. 

Appointment of Walter E. Caine as secre- 
tary of the accounting section of the AGA has 
been announced by H, Carl Wolf, managing 
director, effective October 15th. He will suc- 
ceed O. W. Brewer, past secretary of the sec- 
tion, who will devote his time entirely to the 
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increasing duties of auditor and supervision 
of the association’s accounting staff. 

Mr. Caine will continue to head the bureau 
of statistics. His title will be director of 
bureau of statistics, and in addition, secretary, 
accounting section. 


Gas Lines Authorized 


HE Federal Power Commission recently 

announced issuance of a certificate of con- 
venience and necessity authorizing the North- 
ern Natural Gas Company of Omaha, 
Nebraska, to construct and operate six new 
natural gas pipe-line compressor additions 
which will have the effect of increasing the 
company’s total pipe-line capacity from 300,- 
000,000 to 325,000,000 cubic feet per day and 
the capacity into the Minneapolis-St. Paul, 
Minnesota, area from 82,000,000 to 89,500,000 
cubic feet per day. 


New General Rules Issued 


Te Federal Power Commission on Septem- 
ber 11th issued printed copies of its new 
general rules, including new rules of practice 
and procedure which are effective immediately, 

The new rules of practice and procedure 
are a thorough revision of existing rules, but 
also embody procedural changes and improve- 
ments required to become effective September 
11, 1946, under the Administrative Procedure 
Act, and the requirements relative to public 
hearings and decisions which the act specified 
were to become effective by December 11, 1946. 
Changes and revisions have been made which 
the FPC felt were necessary and appropriate 
to carry out provisions of the Federal Power 
and Natural Gas acts and other statutes and 
authorities administered by the commission. 

An intermediate decision procedure is pro- 
vided, to be applicable in proceedings which, 
according to statute, must be determined by 
the commission on the basis of the record after 
opportunity for hearing. Intermediate deci- 
sions are to be served and opportunity pro- 
vided for parties to file exceptions in accord- 
ance with requirements of the Administrative 
Procedure Act. 


ATA Annual Summary 


A REcorD peak of 23,254,000,000 passengers 
was carried on the nation’s urban transit 
lines last year, according to the 1945 annual 
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summary, issued recently by the American 
Transit Association. This was an increase of 
237,000,000 passengers above the previous war- 
time high in 1944. 

The association, which had anticipated a 
gradual slackening off in passenger volume 
when the war ended, attributed the new record 
to the quick shift which most industries were 
able to make from war to peace activities 
which kept unemployment at a minimum, and 
to the reduced registration of passenger auto- 
mobiles due to the inability of people to pur- 
chase new cars. 

The report, which covered the operation of 
1,253 transit companies, showed that more 
than half the passengers were carried on street 
railway lines, including the subway and ele- 
vated lines in New York, Chicago, Philadel- 
phia, and Boston. Gas bus lines carried ap- 
proximately 43 per cent of the total and 
trackless trolley coach lines accounted 
for slightly more than 5 per cent. 

The summary showed that 87 per cent of all 
street railway travel was concentrated in cities 
of more than 250,000 population. In smaller 
Cities, gas bus travel dominated. 

The association report forecast an expendi- 
ture of $218,000,000 by transit companies this 
year for new equipment, compared to $83,000,- 
000 spent in 1945. The increase, the ATA 
pointed out, is largely due to the curtailment 
of purchasing during the war. The majority 
of companies are planning large-scale expendi- 
tures for new vehicles to make up for enforced 
neglect during the war and to bring their sys- 
tems up to modern standards of efficiency. 

Of this amount, $125,000,000 will be spent 
for new motorbuses, $22,000,000 for street- 
cars, and $9,000,000 for trackless trolley 
coaches. Although scheduled expenditures for 
trolley coaches is below other vehicles, the re- 
port pointed out that the growth in trolley 
coach operation in the last ten years has been 
even more impressive than that of the gas bus. 


Sit with FPC on Power Merger 


Ww™ indications that Northwest public 
power groups plan big réles before its 
conclusion, hearing on the application to merge 
the Northwestern Electric Company and the 
Pacific Power & Light Company into one con- 
cern opened last month at the Multnomah 
county court house. Presiding was Edward B. 
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Marsh of Washington, D. C., trial examiner 
for the Federal Power Commission, with 
George H. Flagg, Oregon public utilities com- 
missioner, and A. J. Zimmerman, Washington 
state public utilities commissioner, 


FPC Announces Changes in 
Hearing Dates 
HE following changes in the dates pre- 
viously set for hearings were announced 
recently by the Federal Power Commission: 

Docket No, G-353. Postponement from 
September 16, 1946, untit November 18, 1946, 
of hearing set for reconsideration of an FPC 
order under which Michigan Consolidated Gas 
Company of Detroit was classified as a natural 
gas company. 

Docket No, G-748. Postponement from 
September 18, 1946, until October 7, 1946, of 
hearing on an application by Reynosa Pipe 
Line Company, Corpus Christi, Texas, for 
authority to construct a 30-mile, 12-inch natural 
gas pipe line to export natural gas to Mexico. 


FPC Approves Adjustment 
Proposals 


HE Federal Power Commission in an order 

made public last month approved pro- 
posals of Kansas Gas & Electric Company, 
Wichita, Kansas, to dispose of $287,506 which 
had been retained in Account 107, Electric 
Plant Adjustments, since June 24, 1944, pend- 
ing further order of the commission. 

This amount, representing fees paid by Kan- 
sas Gas & Electric to Phoenix Utility Com- 
pany, an affiliate, was to be disposed of by 
charges of $120,145 to Account 250, Reserve 
for Depreciation of Electric Plant, and $167,- 
361 to Account 414, Miscellaneous Debits to 
Surplus. 

The Kansas State Corporation Commission 
advised by letter that it was agreeable to the 
disposition plans and the Missouri Public 
Service Commission stated that it was also in 
agreement with the proposed disposition and 
recommended its approval. 


Arkansas 


Mr. Warren said the theory of integration 


Profits from Gas Purchase 
Debated 


HE amount of profit Little Rock would 

derive annually and the method of financ- 
ing the city’s proposed purchase of the Arkan- 
sas Louisiana Gas Company’s gas distribution 
system were subjects for dispute by the Young 
Business Men’s Association last month when 
Mayor Sprick and Eugene Warren, attorney, 
debated the proposed purchase at a dinner. 

Mayor Sprick estimated the city would 
realize $800,000 annually, could purchase the 
system with callable bonds at about 2 per cent 
interest and could pay for the system in about 
six years, while Mr. Warren contended the 
theory of integration or consolidation would 
make it impossible for any of the mayor’s pre- 
dictions to be realized. 

“Estimating that it takes $300,000 annually 
to maintain the system and $700,000 to pur- 
chase the gas, the city can make $800,000 profit 
annually since the gas company made $1,800,- 
000 profit last year,” Mr, Sprick said. He said 
the Arkansas Louisiana Gas Company “sent 
$1,405,000 of your money to No. 60 Wall 
Street, New York city, last year.” 
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or consolidation, “a recognized principle of 
American business,” would prevent the city 
from making the same profit as the gas com- 
pany. 

He said the gas company’s transmission 
system included 110 units operating in Louisi- 
ana, Texas, Oklahoma, and Arkansas. “These 
units, all connected, represent $61,000,000 in 
investments for the Arkansas Louisiana Gas 
Company,” he said. “That entire $61,000,000 
investment brought in the $1,405,000 profit the 
mayor told you about. It did not come from 
Little Rock alone.” 

Mr. Warren said there was an allocation of 
expenses and overhead under a system of inte- 
gration and “you can’t operate a single unit on 
the same expense and overhead when it is taken 
from the integrated system.” 

Mayor Sprick said there would be nothing 
legally or morally wrong in buying the plant 
since the Arkansas Louisiana Gas Company 
purchased the Little Rock system a year after 
Act 324, permitting towns to purchase utilities, 
was passed by the state legislature. “The com- 
pany was told at that time that the city was in- 
terested in buying the plant,” he said. 
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California 


OPA Loses Plea to Bar Gas 
Rate Rises 


HE state railroad commission recently de- 

nied the petition of the Office of Price Ad- 
ministration to intervene against automatic 
increases in industrial natural gas rates to con- 
sumers whose rates are geared to the price of 
fuel oil. 

The effect was to permit the increase an- 
nounced by Coast Counties Gas Company, 
effective as of August 29th, to stand and to 
permit increases by Pacific Gas and Electric 
Company, Southern California Gas Company, 


Southern Counties Gas Company, and San 
Diego Gas & Electric Company, effective early 
last month. 

Commission engineers unofficially estimated 
the increases would augment revenues from 
industrial consumers by about $8,000,000 a 
year. 

Though the OPA allowed the price of fuel 
oil to be raised 25 cents a barrel in 1943, and 
15 cents on March 20, 1946, ceilings were held 
on wholesale gas rates under the OPA Act 
which expired last June 30th, and the com- 
mission put a lid on increases in resale rates 
by utilities. 


District of Columbia 


Company Profits Do Not Justify 
Rate Cut 


fo amancs of the Washington Gas Light 

Company during the year ended June 30th 
justify application of $12,626.68 toward re- 
duced rates to consumers during the new rate 
year which began September Ist. 

This was the testimony recently of V. A. 
McElfresh, chief accountant for the District 
of Columbia Public Utilities Commission, as 
first witness in the annual gas rate hearings 
before the commission. 

Since the amount is too small to spread over 


rate schedules effectively, however, Mr. Mc- 
Elfresh recommended it be set aside by the 
company for future use in the interest of con- 
sumers. It was indicated that this is the normal 
procedure when small excess earnings are 
found. 

Mr. McElfresh told the commission the com- 
pany made $47,409.22 during the year above 
the 6 per cent return authorized by the so-called 
sliding-scale agreement applying to local 
utilities. Under the sliding scale 50 per cent 
of the excess remains with the company and 
the other half goes toward rate reduction in 
the ensuing rate year. 


Georgia 


These industrial consumers protested the 
proposed increase at hearings before the com- 
mission. 

The recent hearings brought nearer conclu- 
sion an order issued by the commission a year 


Offers to Cut Domestic Rates 


Ss Atlanta Gas Light Company, which 
serves 18 cities over Georgia, last month 
offered to reduce its rates as much as 13.77 
per cent to domestic consumers. The proposal 
came after the state public service commis- 
sion ordered the company to show cause why 
rates should not be lowered. 

As the rates to the average individual gas 
user drop off—if the proposal is approved by 
the state public service commission—the rates 
of a number of big industrial gas users would 
be increased. 
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ago that gas rates be cut. The commission 
sought to have the Southern Natural Gas Com- 
pany reduce its charges to the Atlanta Com- 
pany and to have the Atlanta Company cut its 
costs to its consumers. The state commis- 
sion delayed action until the Federal Power 
Commission completed hearings on the South- 
ern Natural Gas Company rates. 

Recently the FPC ordered the Southern 
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Company to cut its costs to the Atlanta firm 
by $700,000 annually. Then the state commis- 
sion ordered the Atlanta firm to show cause 
why it should not pass on these savings to its 
customers. 

Attorneys for the Atlanta firm said the pro- 


posed new rates would mean a saving of $720,- 
000 to Georgia customers. The attorneys said 
this saving would be shared by 98,446 cus- 
tomers. 

There are 389 industrial firms whose rates 
would be increased. 


Indiana 


FPC Announces Application 
HE Federal Power Commission recently 
announced receipt of an application from 

Eastern Indiana Gas Company, Indianapolis, 
requesting permission to extend its facilities 
to near Muncie, to receive additional supplies 
of natural gas from Panhandle Eastern Pipe 
Line Company’s 18-inch gas transmission pipe 
line extending across north-central Indiana, In 
addition, Eastern Indiana asked the commis- 
sion to direct Panhandle to make the connec- 
tion and furnish gas for distribution in Wayne, 
Rush, and Henry counties. 

As an alternate to the construction requested, 
Eastern Indiana proposed that the commission 
determine that Indiana Gas & Water Company, 
Indianapolis, is a “natural gas company” and, 
if the commission so determines, direct Indiana 
Gas & Water to deliver gas through its 8-inch 
connection with Panhandle’s line, to Eastern 
Indiana Gas Company at Newcastle, Indiana. 

Eastern Indiana distributes natural gas in 
Indiana through two divisions. One of these 
systems, known as the Rushville division, 
serves gas in Rush, Wayne, and Henry coun- 
ties. The other, known as the Fortville divi- 
sion, serves consumers in Hancock, Madison, 
and Hamilton counties. There is no physical 
connection between the two systems. 

Because of the progressive depletion of the 
company’s producing wells in Rush and Henry 
counties, and because of the distances the gas 
must travel, the Indiana Public Service Com- 
mission, on January 24, 1946, found that the 
company’s service was inadequate except in the 
community of Rushville and the Fortville area 


and directed the company to reduce its rates in 
other areas served by the Rushville division. 
The rate reduction order has been suspended 
by the company’s filing of a petition for re- 
hearing. 

To secure adequate supplies of gas for the 
Rushville area, Eastern Indiana has been nego- 
tiating with Panhandle during 1946, but, the 
company stated, Panhandle has refused to enter 
into a contract to supply the requirements of 
the Rushville division, although since 1945 it 
has been supplying gas to Eastern Indiana for 
use in the Fortville division. 


Work Started on Pipe Line 


ONsTRUCTION of a 20-mile pipe line con- 
necting Shelbyville with natural gas mains 
from Tennessee and Kentucky has been started 
and the job is scheduled for completion by the 
end of October. 

Operating now on artificial gas manufactured 
at the local plant of the Indiana Gas & Water 
Company, the entire city of Shelbyville will 
convert to natural gas as soon as the new 6- 
inch pipe line is completed. It will connect with 
trunk iines south of Franklin. 

Meanwhile, company officials have urged 
local residents to refrain from converting to 
gas furnaces until the new line is completed. 
They pointed out that material shortages 
might hold up completion of the new line and 
that gas manufacturing facilities are not suffi- 
cient to handle a greatly increased load until 
the natural gas is available. Many Shelbyville 
residents have installed gas furnaces during 
the summer months. 


a 
Michigan 


New Gas Source Seen 


A NEW source of natural gas is being de- 
veloped in Clare and Osceola counties increase the flow of gas from Texas. 
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that may help prevent a fuel famine in western 
Michigan cities before the Federal Power 
Commission reaches a decision on proposals to 
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Michigan Consolidated Gas Company is pur- 
chasing gas from a new wildcat well drilled in 
June by the Pure Oil Company, adding 2,000,- 
000 cubic feet of fuel daily to the supply avail- 
able for Grand Rapids and Muskegon. 

The well, which tapped a rich gas formation 
at a depth of more than 5,000 feet, is producing 
as high as 30,000,000 feet a day on a test basis. 
Three other deep wells are being drilled in the 
new field, and one indicated a volume of 1,000,- 
000 feet a day in preliminary tests. 

Michigan Consolidated, which has given 
warning that present supplies of Texas gas are 
inadequate to meet demands, is engaged in 
large-scale drilling in several old shallow fields 
in Michigan. It has completed 5 wells in the 
old Lake George field in Clare county and 
plans 15 more wells this fall. 

The new wells are expected to tap new 
sources of gas, and also to make faster with- 
drawal of gas possible. Gas drawn from the 
field will be stored in the Austin field, near 
Big Rapids, where it will be quickly available 
to meet peak winter demands. 


City Enters Gas Dispute 


A*™ opinion as to whether the Michigan Con- 

solidated Gas Company can disconnect 
new space-heating units has been asked of the 
corporation counsel’s office by Detroit Council 
President Edwards. 

Edwards stepped into the controversy be- 
tween Consolidated and the Panhandle Eastern 
Pipe Line Company last month over Detroit's 
natural gas supply by declaring: 

“It does not seem the public should be made 
pawns in a game of checkers between two utili- 
ties. A public utility is supposed to have a duty 
to the public. If complaints we are getting are 
true, these utilities would seem to be modern 
counterparts of the Jay Goulds.” 

Meanwhile, in circuit court, Judge Frank B. 
Ferguson had ordered a show-cause hearing 
for September 20th when the gas company was 
asked to explain why it should not be ordered 
to restore space-heating service to a private 
residence, where a gas conversion unit had been 
installed in the furnace before the company 
placed a ban on new space-heating service. 


* 
Nebraska 


District Buys Utility 
HE Omaha Public Power District recently 
agreed to buy properties of the Nebraska 
Power Company of Omaha, last stronghold of 
private power in Nebraska, for $43,747,530. 
The district will complete the purchase from 
the Omaha Electric Committee, Inc., as soon 
as a 30-day waiting period required by law 
has passed, 
The Omaha Electric Committee, composed 


of Omaha citizens, acquired the property two 
years ago from the American Power & Light 
Company with the announced intention of turn- 
ing it over to a public agency when one was 
organized. 

The purchase agreement provides that the 
district receive the proceeds, estimated at $6,- 
000,000, of the projected sale of that part of 
Nebraska Power Company properties lying in 
Iowa. 


¥ 
New Jersey 


Rules against RFC Appeal 


HE Middlesex County Board of Taxation 

on September 20th dismissed appeals of 
the Reconstruction Finance Corporation for 
cancellation of $441,994 in tax assessments 
against the Big Inch pipe line built by the 
United States government during the war to 
pipe oil from Texas to the north Jersey re- 
fineries. 
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Located in Piscataway township, South 
Plainfield, Woodbridge, and Raritan town- 
ship, the pipe lines were assessed by munici- 
pal assessors on the ground that they were 
improvements and subject to taxation under 
the laws of New Jersey. This was disputed 
by Federal lawyers and representatives of the 
RFC, who contended that property owned by 
the government is exempt from taxation. 

The government contended that under the 
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act creating the RFC personalty owned by the 
corporation is not subject to taxation. 
The county board ruled in favor of the 


© 
New 


Consolidation Petition Filed 


IAGARA Hupson Power CorporaTION re- 

cently filed with the state public service 
commission a petition seeking approval of the 
consolidation of its three principal operating 
subsidiaries, Buffalo Niagara Electric Corpo- 
ration, Central New York Power Corpora- 
tion, and New York Power & Light Corpora- 
tion, into a single electric and gas operating 
company. More than 99 per cent of the com- 
mon stock of the consolidated company would 
be owned by Niagara Hudson. The plan pro- 
poses three series of preferred stocks, equiva- 
lent, on a share-for-share basis, in amount and 


municipality in respect to the classification of 
the property, and also held that the assessments 
were not excessive. 


York 


dividend rate to the respective preferred stock 
issues now outstanding of the three operating 
companies. 

The proposed consolidation also must be ap- 
proved by the Securities and Exchange Com- 
mission. The plan for the reorganization of 
Buffalo Niagara Electric Corporation, ap- 
proved by the Securities and Exchange Com- 
mission in 1945, provided that Niagara Hudson 
would dispose of the common stock of that 
corporation on or before November 1, 1946. 
Application, therefore, has been filed with the 
Securities and Exchange Commission for a 
year’s extension of that time to November 1, 
1947, 


Pennsylvania 


Power Strike Costing Millions 


A= of $15,000,000 a day and more than 
25,000 persons unemployed was the blow 
dealt Pittsburgh business and industry by the 
recent power strike. A score of steel mills had 
to close or sharply curtail operations. 

Large downtown stores and most small ones 
were closed and would not open until the strike 
was settled. 

Protests over the jailing of George L. Muel- 
ler, president of the Independent Association 
of Employees of the Duquesne Light Com- 
pany, began piling up. Many local unions is- 
sued statements condemning the action of the 
3-man court which on September 24th sent Mr. 
Mueller to jail for a year because they found 


him contemptuous toward them. He was later 
released. 

Trolleys were at 25 per cent normal during 
peak hours, and several bus routes were can- 
celed. Power was not cut off in any section, but 
the Duquesne Light Company warned resi- 
dents to use only a single light, and no appli- 
ances that were not absolutely necessary. 

Hundreds of office workers were unable to 
perform their duties because of lack of trans- 
portation, lights, and elevator service. 

The giant food processing plant of H. J. 
Heinz Co. was down to 50 per cent capacity. 

Westinghouse Electric Corporation had 500 
office workers idle, having closed all of its 
downtown offices. 


South Carolina 


Preliminary Permit Asked 


tae Federal Power Commission recently 
received from the Lyles Ford Tri-County 
Power Authority, a municipal corporation or- 
ganized under the laws of South Carolina, 
an application for a preliminary permit for a 
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hydroelectric power development on the Broad 
and Congaree rivers near Columbia. 

The application stated that the preliminary 
permit for twenty-four months was sought in 
order that the applicant might secure and 
maintain priority for a license under the Fed- 
eral Power Act while procuring data and per- 
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forming acts necessary to perfect an applica- 
tion. Estimated cost of the development, which 
would involve construction of three concrete 


dams, water-power generating instaliations, a 
steam stand-by plant, and a transmission line 
of some 400 miles, was $57,470,000. 


Tennessee 


Gas Firms Seeking Mart 


¢¢ At the natural gas needed” to supply 

Knoxville and other east Tennessee 
cities has been contracted for by two gas line 
companies, Wade Thompson, president of the 
lines, announced in Nashville last month. 

Tennessee Natural Gas Lines and the Ten- 
nessee Gas & Transmission Company plan lines 
to serve more than 30 towns, including Chat- 
tanooga and Knoxville, Thompson announced, 
according to a recent press dispatch. The Nash- 
ville system is now being converted to natural 
gas. 

A survey is in preparation for presentation 
to the Federal Power Commission, which must 
approve the project before construction begins, 
Thompson said. 

The proposed lines would run through 22 
counties of southeastern Tennessee. Tapping 


Tennessee Gas & Transmission Company’s 
main in Perry county, the smaller company’s 
lines would run through Wayne, Lawrence, 
Giles, Lincoln, Franklin, Marion, Hamilton, 
Bradley, McMinn, Loudon, Blunt, and Knox 
counties, with branch lines to adjoining coun- 
ties. 

Thompson said the Southern Natural Gas 
Company, an Alabama and Georgia concern, 
was planning to extend its lines to Chatta- 
nooga to serve that city. Loss of the Chatta- 
nooga market, he said, would make service to 
other communities economically unfeasible but 
his company is going ahead “as if other com- 
panies did not exist.” 

The Tennessee Company will drop its entire 
project “if any other company or group can 
either provide cheaper or better service in the 
area or provide gas in the area before we be- 
gin service,” he said. 


Virginia 


Favor Gas Rate Cut 


ESCRIBING county gas rates as “inordinate- 

ly high,” the Arlington Civic Federation 

last month was on record in favor of having 
the county public utilities commission report 
to the county board on effects of the change- 
over from manufactured to natural gas as a 
preliminary step toward seeking a lower rate. 
The action followed extensive discussion of 
the rate question by Dr. Laurence S. Knap- 
pen, chief economist, public utilities branch of 
the OPA; William K. MacMahon, Rosslyn 
Gas Company executive; and R. C. Brehaut, 
manager of the Washington Gas Light Com- 
pany’s suburban companies, Dr. Knappen 
claimed that Arlington’s rate of $2.03 com- 
pares unfavorably with $1.73 in Staunton; 
$1.59 in Washington; $1.24 in Lorrain, Ohio; 
$1.18 in Pittsburgh; 91 cents in Columbus, 
Ohio; 80 cents in Cincinnati, Ohio; and 71 
cents in Dayton, Ohio, Throughout the coun- 
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try, he said, it has “become an axiom that 
natural gas costs about one-third as much as 
manufactured gas.” 

The Rosslyn Gas Company, he added, has in- 
formed the Federal Power Commission that 
the amount it will pay for natural gas will re- 
sult in an annual saving of approximately 
$200,000. 

Mr. MacMahon cited the company’s record 
of eight voluntary rate reductions since 
1930 and pointed out that 6 per cent return 
on investment is the maximum allowed by the 
state corporation commission. Stating that the 
company has had a 20 per cent increase in 
labor costs this year, Mr. MacMahon added 
it paid $182,000 in taxes in 1945, compared with 
$53,000 in 1940, The changeover, he said, has 
enabled the company to keep the same rate in 
effect instead of asking for an increase. 

Mr. Brehaut explained that increased opera- 
tional costs have cut the return on investment 
in half. 
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The Latest 
Utility Rulings 


Grouping of Gas Lines for Expense 
Accounting Purposes Permitted 


S Hope Natural Gas Company was 
authorized by the Federal Power 
Commission to group gathering lines and 
transmission mains for the purpose of 
accounting for operating and mainte- 
nance expenses relating thereto. It was 
provided, however, that the grouping 
should not apply to gathering lines or 
transmission mains hereafter constructed 
or acquired which are not connected and 
operated as a part of its present system 
without prior approval of the FPC. 

The company operates an intercon- 
nected network of gathering lines of var- 
ious sized pipe lines in one integrated 
area in the western, central, and southern 


parts of West Virginia. Its transmission 
mains are also interconnected within the 
same area. 

The application for such authorization 
had been filed under General Instruction 
11 of the Uniform System of Accounts 
Prescribed for Natural Gas Companies. 
The commission attached a condition that 
authorization should not be construed as 
an approval of the company’s classifica- 
tion of the facilities affected, or as a 
waiver of the provisions of § 7 of the 
Natural Gas Act, or a determination of 
the nature of the facilities or operations 
for jurisdictional purposes. Ke ro yg 
Natural Gas Co. (Docket No. G-444). 


4 


Variation of Heating Value and Specific Gravity 


Of Gas Because 


HE Milwaukee Gas Light Company 
was authorized to install additional 
liquefied petroleum gas equipment and to 
vary the heating value of mixed gas and 
its specific gravity during certain periods. 
The use of liquefied petroleum gas in 
sufficient quantities to enable the company 
to meet peak demands would increase the 
specific gravity of gas beyond the 10 per 
cent allowed by a general order of the 
commission. It was obvious that it would 
be impossible to readjust consumers’ ap- 
pliances to permit the proper burning of 
such gas. The commission explained : 
It has been found that satisfactory opera- 
tion of appliances can be obtained by in- 
creasing the heating value of the gas when 
the ific gravity is increased. The appli- 
cant been conducting experiments to de- 
termine the relative values of the two quan- 
tities which will give good burning 
characteristics as the proportion of LP 
is changed. It was stated that the specific 
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of Peak Demand 


gravity will probably vary from .45 to .60 
and that it may be necessary to increase the 
heating value of the gas to about 650 Bru 
per cubic foot when the specific gravity is 
at the upper limit. 


No adjustment of rates is contemplated 
during periods when gas with high heat- 
ing value is supplied. However, permis- 
sion was asked to lower the heating value 
to a point below the standard of 520 stu 
per cubic foot, but not below 500, for a 
period during the next sixty days follow- 
ing an emergency increase in heating 
value, so that the average heating value 
during the whole period would at least 
equal the standard of 520 stu per cubic 
foot. 

Such a proposal, the commission con- 
cluded, would result in one class of cus- 
tomers bearing more than their share of 
the evening off process. On a peak three 
days the type of customer creating the 


510 





ae -* 


ss. oe a ee 


THE LATEST UTILITY RULINGS 


peak is a heating customer who does not 
use the same amount of gas per day in 
the following 60-day period. The ordi- 
nary customer using approximately the 
same amount of gas per day would be 
deprived of some heating value during 
the adjustment period. 

The commission, therefore, believed it 
advisable that the adjustment period 
should be based on equal use per day. 
It said: 

For example, if the heating value of gas 
is held at 650 stu for one day and then is re- 
duced to 500 stu, the reduced sru should be 
supplied for only six and one-half days, Nat- 
urally, if the 650 sru is supplied for a 4-day 
period the correction should be for a period 
of twenty-six days. This method of opera- 


tion will mean that the general customer will 
not be contributing to the support of the 
customer who creates the peak. It is under- 
stood that under this method the company 
will supply more BTU in a month than if the 
one of 520 per cubic foot had been sup- 
plied. 

This, of course, means an i 
cost to the company, but the commission feels 
that such excess cost can be allocated directly 
to the customers causing the peak; namely, 
the space-heating and house-heating custom- 
ers, and this commission will entertain an 
application to adjust the rates to compensate 
the company for the excess stu supplied in 
any month when excess BTU are supplied. The 
commission also suggests that the correc- 
= period shall not extend beyond sixty 

ys. 


Re Milwaukee Gas Light Co. (CA-2382). 


2 


Recomputation of Depreciation Disallowed upon Transfer of 
Natural Gas Facilities 


HE Federal Power Commission au- 
thorized the New York State Nat- 
ural Gas Corporation to acquire all prop- 
erties and facilities in New York and 


Pennsylvania owned 4 Godfrey L. 


Cabot, Inc., and Cabot Gas Corporation 
with the exception of certain production 
properties and distribution facilities in 
Allegany county, New York. The New 
York company was also permitted to sup- 
ply gas to the former customers of Cabot 
and to a new customer, Rochester Gas 
& Electric Corporation. 

The commission observed that the 
purchaser could properly finance the pro- 
posed acquisition and perform the serv- 
ice proposed. It also noted that the elimi- 
nation of an existing bottle neck as well 
as the great cost of installing new pipe- 
line facilities would result from the ac- 
quisition. Furthermore, it was found 
that, upon acquisition, the New York Cor- 
poration could effectuate a codrdination 
of Cabot facilities with its existing pipe- 
line and storage facilities and that the 
integrated operation of combined facili- 
ties would result in more efficient and de- 
pendable service to Cabot’s customers. 
The acquisition would also enable the 
New York Corporation to supply Roches- 
ter Gas & Electric Corporation with 


natural gas needed to maintain service 
in its operating area. 

The purchaser proposed to recompute 
the depreciation and depletion reserve 
applicable to the Cabot properties from 
$2,005,406, as recorded on Cabot’s books, 
to $986,707, and to establish in Account 
100.5 a credit adjustment of $1,012,148. 
The commission asserted that such a pro- 
posal would result in the redetermination 
of such reserves, which were accepted by 
the commission in a previous determina- 
tion, and would require an inequitable 
contribution by consumers to a reserve 
that had in fact already been contributed 
out of past rates and charges in an 
amount substantially in excess of that 
which the applicant would recognize un- 
der its proposed method of accounting 
for the acquisition. In this connection 
the commission said : 

It has been our practice in passing upon the 
accounting for purchase of gas and electric 
plant to require depreciation and depletion 
reserves to be recorded on the books of the 
purchaser applicable to the transferred 
Property. 

We are of the opinion that the amounts 
which should be recorded for depreciation 
and depletion upon the books of applicant 
upon acquisition of the property 
the amounts carried upon the books of God- 
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frey L. Cabot, Inc., and Cabot Gas Corpora- 
tion for the reserves applicable to the proper- 
ties being transferred, and we will require 
that the reserves be so recorded as a condi- 


tion to the authorization herein granted, 


Re New York State Natural Gas Corp. 
(Docket No. G-714, Opinion No. 139). 


e 


Gas Rate Increase Permitted Where Service 
Improvement Needed 


nies should not seek or receive in- 
creases in rates unless and until adequate 
and satisfactory service is rendered. 
Nevertheless the New York commission 
decided that a company should be given 
reasonable opportunity to improve serv- 
ice before a rate proceeding was begun. 
A small gas company was faced with 
the necessity of making expenditures to 
improve service. Moneys had been bor- 
rowed from the principal stockholder in 


ec omen speaking, utility compa- 


order to meet operating expenses and 
capital expenditures for drilling wells 
and other purposes. It was said that if 
the company were to carry out orders of 
the commission for improvement, it was 
apparent that further funds would be re- 
quired from some source. The most im- 
portant consideration from the stand- 
point of consumers at the time was serv- 
ice improvement. Board of Trustees of 
Pulaski v. Pulaski Gas & Oil Co., Ltd. 
(Case 12604). 


7 


Duplication of Taxi Service Dissapproved; Delivery 
Service Authorized 


MOTOR carrier’s application for 

authority to operate a taxi service 
was denied by the Colorado commission 
as a duplication of existing service. Rea- 
sonable rates and adequate service can be 
secured in the field of public utilities 
without competition. Waste, duplication 
of investment, and expense are the re- 
sult of unnecessary service duplication. 


A companion request for permission to 
operate a motor scooter pick-up and de- 
livery service was approved, notwith- 
standing objections of competitors, 
where the public benefit of the proposed 
service outweighed, in the opinion of 
the commission, any ill effects’ of in- 
creased competition. Re Hellesen (Ap- 
plication No. 7525, Decision No. 26354). 


= 


Codperative Association Unsuccessfully Opposes 
Service Extension by Private Company 


a Colorado commission authorized 
a privately owned electric company 
to extend its lines into an area contiguous 
to territory it had been authorized to 
serve, although a codperative association 
opposed the extension and sought author- 
ity to serve the territory involved. 
Disregarding the expressed desire of 
a number of potential consumers for a 
regulated public utility service, the com- 
mission said, it would seem that if an 
adequately financed, well-managed pub- 
lic utility, with officers having a history 
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of successful operation of an electrical 
utility, which furnished energy in its ru- 
ral areas at rates comparing favorably 
with REA rates, is willing and able to 
serve the public, generally, without dis- 
crimination, at fair rates, it would be in 
the public interest to grant that utility 
authority to do so. 

The commission, feeling that good 
judgment and a desire to give effect to 
the primary objects and purposes of the 
Rural Electrification Act would require 
the Rural Electrification Administration 


512 


= 
° 





a 24 eo wm 6 o.8 


THE LATEST UTILITY RULINGS 


to withdraw from the field, observed: 


The Rural Electrification Administration 
never has received from the Congress ail the 
moneys it has requested for construction. So 
apparently more money is needed to satisfy 
demands for rural areas. Moreover, in our 
opinion, the principal area to be served is 
not of the kind which Congress contemplated 
would be served with funds advanced from 
the public Treasury. Practically the entire 
load will be in the oil fields. The field is a 
very extensive one. It is being developed by 
many major oil companies—chief of which 


are Cafifornia Company (a Standard of 
California subsidiary), Stanolind Oil 

Gas Company, the Texas Company, the 
Continental Oil Company, Phillips Betro- 
leum Company, and Wasatch Refining Com- 
pany. Definitely, they do not need help— 
directly or indirectly — from the public 
Treasury, from the funds that should be 
used to furnish electricity from central plants 
to farmers who cannot get it any other way. 


Re Farr et al. (Application Nos. 7571, 


7738, Decision No. 26298). 


4 


Substitution of Propane for Coal Gas 


= to substitute propane for ent from that of the coal gas, but this, 
coal gas at Portage, Wisconsin, said the commission, will not affect the 
was granted to the Wisconsin Power & _ service. With the exception of a gas hold- 
Light Company. The stu content is to be er, the steam boiler with its accessories, 
900 per cubic foot. Rates will be adjusted and a few other items, the production 


proportionately from those in effect with 
520 stu heating value. 

The specific gravity of the liquefied 
petroleum gas will, of necessity, be differ- 


4 


coal. gas plant will be retired. These re- 
tirements will approximate the cost of the 


new equipment. Re Wisconsin Power & 


Light Co. (CA-2356). 


Issue and Exchange of Subsidiary Securities Exempted 


ie application of a public utility 
company, pursuant to § 6(b) of the 
Holding Company Act, for exemption of 
the issue and exchange of securities was 
granted by the Securities and Exchange 
Commission where the issue and ex- 
change had been expressly authorized by 
a state commission of the state in which 
the applicant was organized and doing 
business and where the transactions were 
solely for financing the business. 

The commission also granted an ex- 
emption from the competitive bidding re- 
quirements of Rule U-50 in respect of 
the underwriting of an offer to be made 
to the holding company’s stockholders of 
shares of the common stock of its subsidi- 
ary and the sale to underwriters of such 
portion of such stock not purchased by 
the parent company’s stockholders. Con- 
cerning this it was said: 

It must be recognized that the underwrit- 
ing of a common stock issue as large as the 
one here proposed for a period of approxi- 
mately eighteen days, during which time the 
stock is being offered to Columbia stock- 
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holders, is not a common, everyday financial 
transaction. As a result, it is difficult to pre- 
dict beforehand what the cost of such an 
underwriting would be. Inasmuch as the un- 
derwriting risk involved bears a direct rela- 
tion to how closely the offering price to the 
stockholders is keyed to the probable market 
price of the security, the offering price to 
the stockholders becomes important in de- 
termining costs. In order for Columbia to 
accomplish its purposes without incurring 
underwriting costs in amounts unwarranted 
by benefits to be gained by the company or 
its stockholders, it is desirable that Columbia 
retain some measure of control over the 
several variable factors which affect the un- 
derwriting costs. The contemplated under- 
writing arrangement would divide the com- 
pensation to be paid the underwriters into 
two parts—one for assuming the risk of the 
entire issue over the offering period and the 
other for purchasing and distributing the 
shares not purchased by the Columbia stock- 
holders. Under such an underwriting ar- 
rangement it is possible for Columbia to 
vary the price at which the Cincinnati stock 
is to be offered and, accordingly, to affect 
the underwriting risk and the resultant cost 
of the underwriting. Under these circum- 
stances it appears that the negotiation process 
may afford a desirable degree of flexibility 
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in weighing and regulating the cost to be in- 
curred in relation to the over-all program 
and the ultimate benefits to the Columbia 
stockholders. 

We do not disagree with the judgment of 
the management as to the desirability of 
selling Cincinnati in an underwritten offer- 
ing to its own stockholders in view of the size 
and unusual characteristics of the transac- 
tion, and we are of the opinion that Colum- 


bia should be permitted to negotiate with 
the underwriters in order to determine 
whether a satisfactory arrangement with 
them can be reached with respect to the 
proposal which . . . Columbia deems to be 
best suited for its over-all program. 


Re Columbia Gas & Electric Corp. et al. 
(File No. 70-1341, Release 6840). 


ve 


Other Important Rulings 


Po gee of a utility’s application for 
authority to acquire the electric 
facilities of a lumber company was grant- 
ed by the California commission, even 
though application of the utility’s sched- 
ules to customers of the lumber company 
would result in a considerable rate in- 
crease, where the old rates were consider- 
ably lower than the characteristics of the 
service justified. Re Pacific Gas & E. Co. 
(Decision No. 39178, Application No. 
27459). 


A telephone company was required to 
render service to would-be consumers re- 
siding in remote sections of its undertak- 
ing, notwithstanding the fact that no 
service had been rendered in that area 
for many years. Discontinuance of serv- 
ice, the Wisconsin commission ruled, is 
not in itself sufficient to constitute a valid 
abandonment of a utility’s undertaking of 
service, Slotten et al. v. Wisconsin Tele- 
phone Co. (2-U-2149). 


A constitutional provision permitting a 
municipality to issue and sell revenue 
bonds for the purpose of purchasing, ex- 
tending, or constructing municipally 
owned utilities was considered by the 
Missouri Supreme Court to be self-ex- 
ecuting and effective without legislative 
enactment. State ex rel. Fulton v. Smith, 
194 SW2d 302. 


The contention of an Illinois carrier 
that its possession of a local certificate 
removed it from the operation of the 
Emergency Price Control Act was dis- 


missed by the United States Circuit Court 
of Appeals, which ruled that mere pos- 
session of such a certificate does not ex- 
empt a carrier from price control. Porter 
v. Prentice et al. 155 F2d 967. 


The motion, by an applicant for a sight- 
seeing certificate, to have certificates of 
several authorized carriers forfeited on 
the ground of abandonment was dis- 
missed by the Colorado commission, 
which ruled that abandonment is a ques- 
tion of intention which must be estab- 
lished by clear and definite evidence and 
that a showing of nonuser only is insuffi- 
cient. Re Conwill et al. (Application No. 
7456, Decision No. 26350). 


A passenger stage corporation need not 
obtain a certificate to exercise franchise 
rights, although a street railroad cor- 
poration, including one operating motor- 
buses in conjunction with its street 
railroad system, is required by statute 
to obtain a certificate to exercise such 
rights, according to a ruling of the Cali- 
fornia commission. Re Asbury Rapid 
Transit System (Decision No. 39142, 
A pplication No. 27478). 


In a proceeding in which the adequacy 
of facilities at a railroad station was con- 
sidered by the New York commission, 
the question of parking facilities was re- 
solved in favor of the railroad where its 
parking area, and a town parking lot, pro- 
vided adequate space to meet the needs of 
the railroad-using public. Re Long Island 
Railroad Co. (Case 12282). 


Norez—The cases above referred to, where decided by courts or regulatory commissions, 


will be published in full or abstracted in 
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UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


Interstate Natural Gas Company, 
Incorporated 


v 


Federal Power Commission et al. 


No. 10701 
— F2d — 
August 3, 1946 


ETITION for review of rate order of Federal Power Commis- 

sion under the Natural Gas Act; petition denied. For 

Commission decision see (1943) Opinion No. 91, 3 FPC 416, 
48 PUR(NS) 267. 


Gas, § 2.1 — Jurisdiction of Federal Commission — Exemption of “production 
and gathering.” 
1. The Federal Power Commission has jurisdiction over sales of natural 
gas, by a company which produces and gathers such gas, to pipe-line com- 
panies where these are sales of gas in interstate commerce for resale for 
ultimate public consumption within the meaning of § 1(b) of the Natural 
Gas Act, 15 USCA § 717(b), p. 2. 
Appeal and review, § 28.4 — Conclusiveness of rate order — Federal Power Com- 
mission. 
2. The court, on petition for review of an order of the Federal Power Com- 
mission fixing rates for sales of natural gas in interstate commerce, need 
not inquire whether, if it stood alone, the rate allowed would be confisca- 
tory, but the rate order must be viewed in its entirety, and if the total effect 
of the order cannot be said to be unjust and unreasonable, judicial inquiry 
is at an end; it is not the theory but the impact of the rate order which 
counts, p. 2, 
[1] 1 65 PUR(NS) 





UNITED STATES CIRCUIT COURT OF APPEALS 


Gas, § 2.1 — Jurisdiction of Federal Commission — Sales in interstate commerce 
3. Sales of natural gas in interstate commerce for resale for ultimate pub 
lic consumption are within the provisions of § 1(b) of the Natural Ga 
Act, 15 USCA § 717(b), and the exception of the statute that it shall 
apply to any other sale of natural gas is unavailing, p. 4. 


Statutes, § 11 — Construction — Exceptions. 
4. A negation in or exception to a.statute will be construed so as to avoi 
nullifying or restricting its apparent principal purpose and the positiv 
provisions made to carry them out; no conflict with them will, therefore 
be found unless the conflict is clear and inescapable, and then only in t 


precise point of the conflict, p. 4. 


Statutes, § 12 — Construction — Legislative history. 
5. Legislative history cannot be resorted to for the purpose of construing 
a statute contrary to the natural import of its terms; if the language bg 
clear, it is conclusive, and certainly the legislative history of a bill that wa 
not adopted cannot be resorted to to construe a bill that was, p. 4. 


Interstate commerce, § 23 — What constitutes sale in interstate commerce 


Natural gas. 


Discussion, in dissenting opinion, of the meaning of the words “sale in 
g g 


interstate commerce,” 


as applied to a sale of natural gas within the state 


of production and gathering, where title passes to companies transporting 


the gas across the state line, p. 9. 


(Watter, C.J., dissents.) 


HutcuHeson, Circuit Judge: The 
proceeding under review here was 
brought under § 5(a)? of the Nat- 
ural Gas Act® as a general investi- 
gation of the reasonableness of all 
the rates of petitioner, subject to 
the jurisdiction of the Commission. 

[1,2] Petitioner, as to all of its 
rates sought to be investigated, 
denied that any of them were un- 
reasonable, and as to sales of nat- 
ural gas, made by it in the Monroe 
Gas Field to certain pipe line com- 


panies,® it insisted that the rates 
and charges were not within the ju- 
risdiction of the Commission, that, 
indeed, as part of the production 
and gathering of the gas, they were 
by the statute expressly withdrawn 
from its jurisdiction. 

The Commission found that all 
of the sales to these companies 
were “sales of natural gas in inter- 
state commerce for resale for ulti- 
mate public consumption” within 
the meaning of § 1(b),* the juris- 





1“Section 5(a). Whenever the Commis- 
sion, after a hearing had upon its own motion 
or upon complaint of any state, municipality, 
state Commission, or gas distributing com- 
pany, shall find that any rate, charge, or 
classification demanded, observed, charged, or 
collected by any natural gas company in con- 
nection with any transportation or sale of 
natural gas, subject to the jurisdiction of the 
Commission, or that any rule, regulation, 
practice, or contract affecting such rate, 
charge, or classification is unjust, unreasona- 
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ble, unduly discriminatory, or preferential, 
the Commission shall determine the just and 
reasonable rate, charge, classification, rule, 
regulation, practice, or contract to be there- 
after observed and in force, and shall fix the 
same by order.” 

252 Stat 821, 15 USCA § 717d. 

8 Mississippi River Fuel Corp.; Southern 
Natural Gas Co.; United Gas Pipe Line Co. 
for account Memphis Natural Gas Co. 

Section 1(b) of the Natural Gas Act, 15 
USCA § 717(b) provides: 
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dictional section of the act, and 
hat the charges made were unrea- 
sonable. Its order required reduc- 
ions in these rates from 7.39 cents 
to 4.66 cents per thousand cubic 


Petitioner is here complaining: 
(1) that the sales were not within, 
but were expressly excluded from, 
he jurisdiction of the Commission ; 
and (2) that the order as to them 
is confiscatory. In support of its 
first position, it relies not only on 
the language of the act, but on 
what it calls “authorized state- 
ments of Commission representa- 
tives,” and “legislative history.” 
In support of its second position it 
points to the fact that the charges 
the order fixed as reasonable are 
considerably less than the average 
price, 5.5 cents, which petitioner 


pays for gas purchased by it in the 
field, and that 1.1 cents must be 
added to this as gathering costs. 
Thus for gas which cost it 6.6 
cents, the order allows it to charge 
only 4.66 cents. 

In answer to petitioner’s first po- 


sition, the Commission points to 
the precise language of the section, 
that the provisions of the act “shall 
apply to the sale in interstate com- 
merce for resale for ulti- 
mate public consumption . “a 
to the undisputed fact admitted by 
petitioner that the sales the order 
deals with are in interstate com- 
merce; to the legislative history of 
the act in question as distinguished 


from the history of prior acts in- 
troduced but not enacted into law, 
on which petitioner relies; and to 
Peoples Nat. Gas Co. v. Federal 
Power Commission (1942) 75 US 
App DC 235, 44 PUR(NS) 375, 
127 F2d 153; and other cases which 
it claims support its view. 

As to petitioner’s second point, 
that the order was confiscatory, the 
Commission invokes the settled 
principle that the rate order must 
be viewed not piecemeal but in its 
entirety, that, in short, if as a whole 
the order affords just compensa- 
tion, the fact that some particular 
rate in the schedule of rates, 
viewed by itself alone, may appear 
to be low, is immaterial. Basing on 
that principle, it points to the ad- 
mitted fact that the rate schedules 
as a whole established by the order 
are producing a 6.5 per cent return 
on the rate base fixed. As to the 
precise rates, the Commission in- 
sists that since petitioner operates 
an integrated pipe-line system in 
which both produced and purchased 
gas are commingled and disposes 
of a great part of its gas to others 
than these pipe lines in question, 
there is no way of knowing just 
what is the source of the gas de- 
livered to petitioner’s pipe-line cus- 
tomers. By figures it demonstrates 
that the cost of the gas produced is 
less than the 4.66 cents allowed, 
and it insists that it is not, and can- 
not be, made to appear that that 





“The provisions of this act shall apply to 
the transportation of natural gas in interstate 
commerce, to the sale in interstate commerce 
of natural gas for resale for ultimate public 
consumption for domestic, commercial, indus- 
trial, or any other use, and to natural gas 


companies engaged in such transportation or 
sale, but shall not apply to any other trans- 
portation or sale of natural gas or to the local 
distribution of natural gas or to the facilities 
used for such distribution or to the produc- 
tion or gathering of natural gas.” 
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charge even by itself is confisca- 
tory. 

We agree with the Commission 
that the rates are within its juris- 
diction and that petitioner has 
failed to show that they are con- 
fiscatory. 

Disposing first of the question of 
compensation, we need not inquire 
whether, if it stood alone, the rate 
allowed would be confiscatory. It 
is sufficient to say that the Com- 
mission is correct in its position 
that the rate order must be viewed 
in its entirety, and that “it is not 
the theory but the impact of the 
rate order which counts. If the to- 


tal effect of the rate order cannot 
be said to be unjust and unreason- 
able, judicial inquiry under the act 
is at an end.” Federal Power Com- 


mission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PUR(NS) 193, 200, 64 S Ct 281; 
Panhandle Eastern Pipe Line Co. 
v. Federal Power Commission 
(1945) 324 US 635, 89 L ed 1241, 
58 PUR(NS) 100, 65 S Ct 821; 
Cities Service Gas Co. v. Federal 
Power Commission, 63 PUR(NS) 
276, — F2d —, April 30, 1946. 
[8-5] On the jurisdictional point, 
we think the language employed in 
the bill as it finally passed, “The 
provisions of this act shall apply 
to the sale in interstate com- 
merce of natural gas for resale for 
ultimate public consumption 
and to natural gas companies en- 
gaged in such transportation or 
sale” leaves in no doubt that the 
sales in question are within its pur- 


view. That they are sales in inter. 
state cothmerce, we think is settled 
by the authorities.’ That the gas 
was sold for resale for ultimate 
public consumption, we think may 
not be doubted. This being so, the 
exception of the statute that it shall 
not apply to “any other 
sale of natural gas” is unavailing 
to petitioner, for if the sale is the 
kind named in the first quoted 
clause, it certainly cannot be “any 
other sale.” 

We think petitioner’s difficulties 
in construction and interpretation 
arise out of the fact that, treating 
unlike things as alike, it tries to 
read the exception with respect to 
production or gathering as an ex- 
ception with respect to sales. There 
is no warrant in the act for so do- 
ing. It is very simply and plainly 
written. After stating what it shall 
apply to, it then states what it shall 
not apply to. Under familiar rules 
of construction, a negation in or 
exception to a statute will be con- 
strued so as to avoid nullifying or 
restricting its apparent principal 
purpose and the positive provisions 
made to carry them out. No con- 
flict with them, will, therefore, be 
found unless the conflict is clear 
and inescapable and then only in 
the precise point of the conflict. Cf. 
the precise point of the conflict. 
Cf. Hartford Electric Light Co. v. 
Federal Power Commission (1942) 
46 PUR(NS) 198, 131 F2d 953. 
Here the statute was drawn to 
regulate, it picked out for inclu- 
sion “sales in interstate commerce 





5 Missouri ex rel. Barrett v. Kansas Nat. 
Gas Co. 265 US 298, 68 L ed 1027, PUR 
1924E 78, 44 S Ct 544; Public Utilities Com- 
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mission v. Attleboro Steam & Electric Co. 
ey Se 71 L ed 549, PUR1927B 348, 47 
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of natural gas for resale for ulti- 
mate public consumption.” It ex- 
cluded from the scope of the act 
sales other than of this kind. It in- 
cluded transportation in interstate 
commerce. It excluded local dis- 
tribution of natural gas. 

Unnecessarily perhaps but in the 
interest of making clear that the 
act gave jurisdiction only over sales 
and transportation of the kind de- 
scribed in it, it used language re- 
moving from any doubt that the 
Commission was not to have juris- 
diction over properties used for 
production and local distribution or 
the activities of production and 
gathering. It did this by expressly 
providing that the act should not 
apply “to the facilities used for 
such [i.e. local] distribution or to 
the production or gathering of nat- 
ural gas.” 

In Peoples Nat. Gas Co. v. Fed- 
eral Power Commission (1942) 75 
US App DC 235, 44 PUR(NS) 
375, 127 F2d 153, the court found 
that a sale in Pennsylvania to an 
interstate pipe-line company which 
immediately transported it to New 
York was a sale of natural gas in 
interstate commerce for resale, 
and, so finding, held that the pro- 
vision that the act did not apply to 
production or gathering did not 
limit the Commission’s jurisdiction 
over such sales.® 

In the Canadian River Gas Case 
(1945) 324 US 581, 602, 89 L ed 
1206, 58 PUR(NS) 65, 79, 65 S Ct 
829, the Supreme Court rejected 
the argument which petitioner ad- 
vances here that unless the *mean- 


ing it contends for is given to the 
provision with respect to gather- 
ing and distribution, that provision 
will be meaningless. It said: “That 
does not mean that the part of § 1 
‘(b) which provides that the act 
shall not apply ‘to the production 
or gathering of natural gas’ is given 
no meaning. Certainly that pro- 
vision precludes the Commission 
from any control over the activity 
of producing or gathering natural 
gas. For example, it makes plain 
that the Commission has no con- 
trol over the drilling and spacing 
of wells and the like. It may put 
other limitations on the Commis- 
sion. We only decide that it does 


not preclude the Commission from 
reflecting the production and gath- 
ering facilities of a natural gas 
company in the rate base and de- 


termining the expenses incident 
thereto for the purposes of deter- 
mining the reasonableness of rates 
subject to its jurisdiction.” 

A careful reading of petitioner’s 
brief, especially of that portion of 
it devoted to the legislative history, 
shows that its difficulties flow from 
the fact that it does not distinguish 
between the Lea Bill, House Bill 
No. 11,662, proposed in 1936, but 
never passed, and the bill which be- 
came the law now under review. 
Legislative history “cannot be re- 
sorted to for the purpose of con- 
struing a statute contrary to the 
natural import of its terms. , 
If the language be clear, it is con- 
clusive.” Peoples Nat. Gas.-Co. v. 
Federal Power Commission, supra, 
quoting from United States v. 





6Cf. Missouri ex rel. Barrett v. Kansas 


Nat. Gas Co. supra; Public Utilities Com- 


mission v. Attleboro Steam & Electric Co. 
supra. 
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Shreveport Grain & Elevator Co. 
(1932) 287 US 77, 83, 77 L ed 175, 
53 S Ct 42. Certainly the legis- 
lative history of a bill that was not 
adopted cannot be resorted to to 
construe a bill that was. 

It is quite plain that from the 
time the Lea Bill was introduced 
until the Natural Gas Act was 
passed, the ideas of the proponents 
of the legislation underwent con- 
siderable change. The purpose of 
the Natural Gas Act, as shown im 
the Senate and House Committee 
reports, which are identical, was to 
provide for the regulation of nat- 
ural gas companies transporting 
and selling natural gas in inter- 
state commerce. Its proponents 
were not interested in the produc- 
tion of gas or the individual sales 
of gas at the well. Nor were they 


interested in gathering of the gas 
in the field. What they were in- 
terested in, as the report in terms 
states, what they were trying to 
reach, was wholesale sales of gas. 


Says the report: “There is no in- 
tention in enacting the present leg- 
islation to disturb the states in 
their exercise of such jurisdiction. 
However, in the case of sales for 
resale, or so-called wholesale sales 
in interstate commerce, (for ex- 
ample, sales by producing companies 
to distributing companies) the legal 
situation is different. Such transac- 
tions have been considered to be not 
local in character, and, even in the ab- 
sence of congressional action, not sub- 
ject to state regulation. (See Mis- 
souri ex rel. Barrett v. Kansas Nat. 
Gas Co. 265 US 298, 68 L ed 1027, 
PURI924E 78, 44 S Ct 544, and 
Public Utilities Commission v. Attle- 
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_is controlling here. 


boro Steam & Electric Co. 273 US 
83, 71 L ed 549, PUR1927B 348, 
47 S Ct 294.) The basic purpose 
of the present legislation is to oc- 
cupy this field in which the Su- 
preme Court has held that the 
states may not act.” 

It would be difficult to conceive 
language better adapted to achieve 
this purpose than the language of 
the act in question here. It would 
be difficult to find a case more 
clearly illustrating the mischief 
which the act was supposed to 
remedy, more fittingly applying 
the remedy. The statute express- 
ly provides that “it shall apply to 
the transportation of natural gas 
in interstate commerce, to the sale 
in interstate commerce of natural 
gas for resale for ultimate public 
consumption for domestic, commercial, 
industrial, or any other use, and to 
natural gas companies engaged in 
such transportation or sale. . . .” 
§ 1(b), 15 USCA § 717(b). It is 
conceded that Interstate is a nat- 
ural gas company engaged in in- 
terstate transportation and sale, 
and it is further established that it, 
in Interstate Nat. Gas Co. v. Lou- 
isiana Pub. Service Commission 
(1940) 33 PUR(NS) 193, 33 F 
Supp 50; 36 PUR(NS) 85, 34 F 
Supp 980, successfully contended in 
the Federal court that sales to the 
pipe lines in question were sales in 
interstate commerce and beyond 
the reach of the state Commission. 
This is not to say that its success 
in so contending would estop it 
from claiming the contrary here or 
that the decision it obtained there 
It is to say 
though that the position it took 
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and the decision it obtained give 
force and color to the avowed pur- 
pose of the Natural Gas Act as 
House and Senate Committees 
stated it, and that it seems clear to 
us that it would be difficult to find 
a case falling more clearly within 
both the purpose and the language 
of the act. Cf. Missouri ex rel. 
Barrett v. Kansas Nat. Gas Co. 
supra; Public Utilities Commission 
vy. Attleboro Steam & Electric Co., 
supra. The record shows no ground 
for setting aside or modifying the 
order. The petition for its review 
is denied. 


WALLER, Circuit Judge, dissent- 
ing: In order to set out my views 
more clearly on this controversy I 
shall state some facts in addition to 
those set forth in the main opinion. 


Petitioner owns 110 producing 
gas wells and controls 56,555 acres 
of natural gas lands in the Monroe 


Gas Field of Louisiana. It gathers 
the gas from its wells and also that 
which it buys from other wells, 
and, through its own pipe lines, 
transports same to points within 
the state of Louisiana where it is 
delivered to interstate pipe-line 
companies which in turn transport 
the gas to individual customers and 
to utilities in other states which 
then sell the gas to the ultimate 
consumer. It is the price received 
in Louisiana for gas, produced in 
Louisiana, gathered in Louisiana, 
sold in Louisiana, delivered in 
Louisiana, and to which all right, 
title, and interest passes in Louis- 
iana, that the Commission has fixed 
in the order here under review. 
Before the gas is transported by 


the interstate pipe-line companies 
it is first compressed, and its con- 
tinuous transmission is thus tem- 
porarily arrested as it is made 
ready for its journey in interstate 
transportation. 

Petitioner, of course, knows that 
the gas which it produces, gathers, 
and sells will be transported by the 
purchasers in interstate commerce 
by whom it will be sold directly to 
the ultimate consumers or to the 
owners of distribution systems 
who will, in turn, sell it to ultimate 
consumers, in other states. 

In another phase of petitioner’s 
business it transports and sells 
some of its gas to points in Louis- 
iana by a pipe line, which, how- 
ever, runs through a portion of 
the state of Mississippi. This ac- 
tivity is definitely in interstate 
commerce, regulable, and regu- 
lated, by the Commission, but it, 
admittedly, is not in issue here. 
The appeal is from the order of the 
Commission reducing the selling 
price in Louisiana of petitioner’s 
gas to certain interstate pipe-line 
companies from 7.39 cents to 4.66 
cents per thousand cubic feet. 

Petitioner is in no wise affiliated 
with any of these purchasers of its 
gas, as was the situation in Peo- 
ples Nat. Gas Co. v. Federal Pow- 
er Commission (1942) 75 US App 
DC 235, 44 PUR(NS) 375, 127 F 
2d 153, and in Illinois Nat. Gas Co. 
v. Central Illinois Pub. Service Co. 
(1942) 314 US 498, 86 L ed 371, 
42 PUR(NS) 53, 62 S Ct 384. In 
neither of those cases was the ap- 
pellant a producer of natural gas 
as is petitioner in the case at bar. 

The act by its terms applies: (1) 
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to transportation in interstate com- 
merce of natural gas; (2) to the 
sale of natural gas in interstate 
commerce for resale for ultimate 
public consumption; and (3) to 
natural gas companies engaged in 
interstate transportation or sale of 
natural gas. . 

In Phillips Petroleum Co. v, 
Ochsner (1944) 146 F2d 138, this 
court [footnote 1] noted that un- 
der the natural gas contracts in 
force in the Panhandle Gas Field 
of Texas “the producer is required 
to gather the gas at the well and 
deliver it into the main pipe line of 
the pipe-line company under cer- 
tain required pressures. 


In the present case, petitioner 


gathers and delivers its gas to the 
interstate pipe lines. 


It seems that the gathering, and 


transporting to market, are neces- 
sary incidents to the production of 
gas, for there can be no sustained 
production unless the gas can be 
collected and carried to market. 
“Transportation and sale do not in- 
clude production or gathering.” 
Colorado Interstate Gas Co. v. 
Federal Power Commission (1945) 
324 US 581, 598, 89 L ed 1206, 58 
PUR(NS) 65, 65 S Ct 829. 
Congress refused in the act to 
confer upon the Federal Power 
Commission the right to regulate 
the production, or the power to reg- 
ulate the gathering, of natural gas. 
The view seems to be quite reason- 
able that it did not undertake to 
regulate the gathering of natural 
gas because it, doubtless, recog- 
nized that gathering was a _nec- 
essary incident to production—a 
purely local activity. We do not 
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have here a case where the pro- 
ducer is admittedly regulable, 
whose producing and gathering fa- 
cilities must be taken into account 
in the over-all pattern of rate mak- 
ing, as in Colorado Interstate Gas 
Co. v. Federal Power Commission, 
supra. 

Without doubt, had Congress 
desired to exercise the full extent 
of its power in the regulation of 
interstate commerce in natural gas, 
it could have empowered the Com- 
mission to regulate, as isolated ac- 
tivities, also the production and 
gathering of natural gas when same 
is produced or gathered with 
knowledge that sale, shipment, and 
delivery in interstate commerce 
was intended, as it did, for example, 
in § 15a of the Fair Labor Stand- 
ards Act [Sec. 215a (1), Title 29 
USCA]. Congress could easily 
have given the act a broader scope 
by conferring the power upon the 
Commission to regulate any opera- 
tion or movement of natural gas 
which might retard its commercial 
or industrial use, or which might 
otherwise adversely affect inter- 
state commerce. It could have 
made the act applicable to any fa- 
cilities that affect interstate trans- 
portation as in the Federal Em- 
ployers’ Liability and Interstate 
Commerce Commission Acts. It 
could have defined interstate com- 
merce in natural gas so as to in- 
clude the production, or the gather- 
ing, of natural gas for commerce to 
the same purpose and extent as 
was done in the Fair Labor Stand- 
ards Act wherein “goods produced 
for commerce” were placed within 
the coverage of the act. Instead 
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of doing that, Congress expressly 
stated that the provisions of the 
chapter should be applicable only 
to three specific situations, viz., 
the transportation in interstate 
commerce, the sale in interstate 
commerce for resale for ultimate 
public consumption, and to natural 
gas companies engaged in such 
transportation or sale. After out- 
lining the scope of the Commis- 
sion’s power, Congress then set out 
the restrictive enactment that the 
act should not apply to any other 
transportation or sale of natural 
gas nor to the local distribution of 
natural gas, nor the facilities used 
for such local distribution, nor to 
the production or gathering of nat- 
ural gas. The act cannot be ap- 
plicable to the production and 
gathering of natural gas except as 
the valuation of its producing and 
gathering facilities are inherently 
a part of the value that must be 
taken into consideration in regulat- 
ing rates of natural gas companies 
engaged in transportation and sale 
of gas in interstate commerce. 
What is meant by a “sale in in- 
terstate commerce”? The act con- 
tains its own definition, and there 
is no occasion for the court to in- 
vent one. This feature of the act 
does not appear to have received 
attention in the majority opinion 
nor in Peoples Nat. Gas Co. v. Fed- 
eral Power Commission, supra, nor 
in Illinois Nat. Gas Co. v. Central 
Illinois Pub. Service Co. supra. 
Section 717a (7), Title 15 USCA 
defines “interstate commerce” to 
mean “commerce between any 
point in a state and any point out- 
side thereof, or between points 


within the same state but through 
any place outside thereof, * * *.” 
This unapplied definition presents 
the main point of divergence be- 
tween my views and those of the 
majority. The sale made by the 
petitioner here was not between 
any point in the state of Louisiana 
and any point outside of Louisiana. 
It was not a contract of sale made 
in Louisiana with delivery of the 
commodity to be in another state. 
The sale was made and the title 
passed in Louisiana. Petitioner 
had no further right, title, interest, 
or concern in such gas after the de- 
livery to the purchaser. Nor did 
its interstate pipe-line purchaser 
have any further obligation to peti- 
tioner to carry or to safely deliver 
the gas which petitioner had de- 
livered to it. There was no con- 
tinuity of responsibility or liability 
for the subsequent and safe car- 
riage of the gas as is the case in 
ordinary movements of commodi- 
ties in interstate commerce. Peti- 
tioner had no interest in what hap- 
pened to the gas after its delivery 
to purchaser. Delivery, which is 
an element of every sale, was com- 
pleted in Louisiana without the use 
of any facilities of interstate com- 
merce. I can see no sale in inter- 
state commerce, as defined by the 
act made by the petitioner. True, 
it made a sale with knowledge that 
the gas was intended to be trans- 
ported and sold by its purchaser in 
interstate commerce, but that is 
not a sale by it in interstate com- 
merce within the coverage of the 
act. 

What is meant by “transporta- 
tion in interstate commerce”? Un- 
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der the definition of interstate com- 
merce in the act it can only mean 
the transportation from a point in 
Louisiana to a point outside that 
state in the carriage of natural gas. 
Petitioner is not a carrier of gas 
for hire such as would characterize 
it as a part of an interstate system 
of interstate transportation. Its 
function is analogous to that of a 
tram road, or dummy line, of a saw 
mill that locally hauls its own lum- 
ber to the common carrier. 

The language of the act that the 
provisions of this chapter shall ap- 
ply “to natural gas companies en- 
gaged in such transportation or 
sale,” does not sustain the Com- 
mission’s contention in the present 
case because the petitioner does 
not sell nor transport the gas, upon 
which the price is sought to be reg- 
ulated, except in the state of Louis- 
iana and, therefore, is not a nat- 
‘ural gas company under the defini- 
tion in § 717a(6), Title 15 USCA. 
The “sale of natural gas in inter- 
state commerce for resale” means 
a sale, calling for delivery across 
state lines, to a purchaser which 
resells to the ultimate consumer, 
as, for instance, a sale by a pipe- 
line customer of petitioner in Lou- 
isiana to the owner of a gas dis- 
tribution system in Memphis who 
will in turn resell it to its con- 
sumers. 

It seems to require an artificial 
conjoining of phrases, or verbal 
manipulation, to place; into the act 
this interpretation by the majority: 
[The act] “shall not apply 


to the facilities used for such [i.e. 
local] distribution or to the pro- 
duction or gathering of natural 
gas.” 

The language of the act is not that 
it shall not apply to “the facilities 
used for the production or gather- 
ing of natural gas,” but that it 
“shall not apply to any other trans- 
portation or sale of natural gas or 
to the local distribution of natural 
gas or to the facilities used for 
such distribution or to the produc- 
tion or gathering of natural gas.” 
“The facilities used to the produc- 
tion or to the gathering of natural 
gas” would be such an unusual or 
odd expression that it ought not to 
be ascribed to Congress. The term 
“facilities” can only refer to the fa- 
cilities used in the local distribu- 
tion of gas in cities and towns. I 
am unable to accept the view that 
the act merely withheld from the 
Commission “jurisdiction over prop- 
erties” or facilities of producers and 
gatherers. 

The construction of the act given 
to it by the Power Commission and 
the majority of this court appears 
to nullify the plain intent of Con- 
gress to expect from the operation 
of the act the production and the 
gathering.of gas when the pro- 
ducer, gatherer, and the seller, nei- 
ther transports nor sells gas in in- 
terstate commerce, and when the 
act nowhere gives the Commission 
jurisdiction to regulate the produc- 
tion or the gathering and intra- 
state transportation of gas merely 
because producer or seller or gath- 





1“ ‘Natural gas company’ means a person 
engaged in the transportation of natural gas 
in interstate commerce, or the sale in inter- 
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erer knows that the purchaser of 
such gas will in turn transport it 
in interstate commerce and sell it 
in another state chiefly to those 
who will there resell it to the ulti- 
mate consumer. 

Congress had the power to have 
regulated both the production and 
the intrastate gathering of natural 
gas when produced and gathered 
with knowledge that it would be 
transported or sold in interstate 
commerce in the same fashion that 
it did in the Fair Labor Standards 
Act. But in the present act Con- 


gress wholly failed to take over the 
regulation of these two phases of 
the industry, and, in the face of the 
statute and in the absence of ap- 
propriate legislation they must be 
deemed to be only local activities. 

Natural gas must be transported 


to market to the same extent as 
any other commercial production. 
The gathering and transporting of 
gas to a place of sale is as essential 
to the production of gas as is the 
drilling of a gas well. Regulation 
of the production of natural gas is 
forbidden, but if the Commission 
is given the power to regulate the 
price which the producer and gath- 
erer receives at the end of the in- 
trastate journey at the pipe line of 
the interstate purchaser, it is also 
given the power to regulate pro- 
duction. If the price which the 
producer and gatherer gets for the 
gas which he has produced and 


gathered is less than it costs to pro- 
duce it, production will be thereby 
regulated indirectly, but, withal, as 
effectively as if Congress had ex- 
pressly conferred such authority 
upon the Commission. 

The custom in the industry is for 
the producer to bring his gas to 
the interstate pipe line for market. 
The farmer, for instance, who pro- 
duces cotton transports it to mar- 
ket where, let us assume, he has 
previously agreed to sell it to a 
New England cotton mill. He pro- 
duced, gathered, and transported 
that cotton to market in Louisiana 
and even though he knew that the 
cotton was to be shipped to New 
England, he would not be engaged 
in the transportation or sale of cot- 
ton in interstate commerce, and, 
therefore, regulable, unless Con- 
gress had declared otherwise. Con- 
gress has the power to regulate en- 
terprises which, in isolation, are 
purely local, provided such enter- 
prises are determined by Congress 
to substantially affect interstate 
commerce or the free flow of goods 
in commerce. This Congress did 
not attempt to do in the statute 
under consideration. 

Believing that courts should 
construe statutes instead of mak- 
ing them, I am unwilling to par- 
ticipate in writing into the act that 
which Congress expressly under- 
took to keep out, even if by so do- 
ing a better statute would result. 
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FEDERAL POWER COMMISSION 


Re Southern Natural Gas Company 


Docket No. G-479 
March 30, 1946 


| fy mapa; of rates and accounting matters; rate reduc- 
tion ordered and accounting procedure prescribed. 


Return, § 101 — Natural gas company. 


1. A reasonable rate of return on the rate base of a natural gas company 


was held to be 6 per cent, p. 14. 


Accounting, § 10 — Depreciation reserve — Transfer to surplus or special re- 


serve account. 


2. Authority was granted to a natural gas company to transfer from its 
depreciation reserve account to its surplus, or a special reserve account, an 
amount representing the difference between the depreciation reserve per 
the books and the depreciation reserve requirement (a substantial part of 
such difference resulting from excessive depreciation accruals on “war 
facilities”), provided the amount transferred to the special reserve should 
be sufficient to absorb the excess in the plant accounts of the company 
over the original cost of plant, and provided further, that any balance in 
the special reserve after absorbing the foregoing charge might, at the elec- 
tion of the company, be transferred to its surplus account, p. 14. 


(Sacuse, Commissioner, dissents in part.) 


By the Commission: 
Order Reducing Rates and 

Directing Accounting Adjustments 

Upon consideration of the orders 
heretofore entered and the stipulation 
between counsel for Southern Natu- 
ral Gas Company, hereinafter 
sometimes referred to as Southern 
Natural, and counsel for the Com- 
mission, dated March 21, 1946, in 
the above entitled proceeding, such 
stipulation having been ratified and 
approved by the Federal Power 
Commission and by a resolution of 
the board of directors of Southern 
Natural Gas Company on March 
22, 1946; 

The Commission finds that: 
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(1) Southern Natural Gas Com- 
pany, a corporation organized and 
existing under the laws of the 
state of Delaware with its principal 
place of business at Birmingham, 
Alabama, is a natural gas company 
within the meaning of the Natural 
Gas Act and is engaged in the 
transportation of natural gas in in- 
terstate commerce and in the sale 
of natural gas in interstate com- 
merce for resale for ultimate pub- 
lic consumption by means of a nat- 
ural gas pipe-line system extend- 
ing from a point in the Logansport 
gas field near Joaquin, Texas, in a 
generally northeasterly direction to 
the Perryville Station in the Mon- 
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roe, Louisiana, gas field, thence 
easterly across Louisiana, Missis- 
sippi, and Alabama to Atlanta, 
Georgia, and with branch lines 
serving approximately fifty cities 
and towns in Mississippi, Alabama, 
and Georgia. 

(2) The Commission, by order 
of June 22, 1943, upon its own mo- 
tion instituted an investigation in- 
to and concerning all rates, charges, 
and classifications demanded, ob- 
served, charged, and collected by 
Southern Natural for and in con- 
nection with the transportation and 
sale of natural gas subject to its 
jurisdiction and any rules, regula- 
tions, practice, and contracts af- 
fecting such rates, charges, and 
classifications. 


(3) The original cost of South- 
ern Natural’s gas plant as of De- 
cember 31, 1944, after the applica- 


tion of certain adjustments to be 
made in the amounts recorded on 
its books, was $42,374,108.59, con- 
sisting of: Account 100.1, Gas 
Plant in Service, $41,431,048.40; 
Account 100.3, Construction Work 
in Progress, $212,826.69; and Ac- 
count 100.4, Gas Plant Held for 
Future Use, $730,233.50; and 
Southern Natural should file 
amendments to its reclassification 
and original cost studies heretofore 
filed with the Commission reflect- 
ing the above amounts. Retire- 
ment Work in Progress, Account 
144, on December 31, 1944, 
amounted to $9,915.67. 

(4) The proper depreciation, de- 
pletion and amortization reserves 
(reserve requirements) of South- 
ern Natural as of December 31, 
1944, based upon extensive studies 


of the properties and their service 
lives by the staff of the Commis- 
sion, were as follows: Account 
250.1, Reserve for Depreciation of 
Gas Plant, $10,051,653.22; Account 
250.2, Reserve for Amortization 
and Depletion of Producing Nat- 
ural Gas Land and Land Rights, 
$108,173.34; Account 251, Reserve 
for Amortization of Other Limited- 
Term Gas Investments, $138,736.- 
80. 

(5) Contributions in Aid of Con- 
struction, Account 265, on Decem- 
ber 31, 1944, amounted to $30,- 
637.73. 

(6) The amount to be included 
in the rate base for the estimated 
cost of facilities authorized by the 
Commission in Docket No. G-641 
and presently under construction, 
is $3,771,760 and the estimated net 
revenue from such facilities is prop- 
erly includible in operating income 
for the purpose of this proceeding. 

(7) The reasonable allowance 
for working capital to be included 
in the rate base is $845.040. 

(8) The prudent investment 
rate base for Southern Natural as 
of December 31, 1944, is as fol- 
lows: 

Actual legitimate cost of gas 
plant in service 
Construction work in progress 


Gas plant held for future use .. 
Retirement work in progress .. 


$41,431,048.40 
212,826.69 
730,233.50 
9,915.67 


$42,384,024.26 


Less: 

Reserve for depreciation of 
gas plant 

Reserve for amortization and 
depletion of producing nat- 
ural gas land and land 
rights 

Reserve for amortization of 
other limited term gas in- 
vestments 


$10,051,653.22 


108,173.34 


138,736.89 
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Contributions in aid of con- 
30,637.73 


Total deductions $10,329,201.18 


Net investment .. $32,054,823.08 
Plus: 
Estimated cost of properties 
authorized in Docket No. 
G-641, _ presently 
construction 


845,044.00 


Total prudent investment 
rate base $36,671 ,627.08 


(9) The amounts of deprecia- 
tion, amortization, and depletion 
expense properly allowable in fix- 
ing Southern Natural’s cost of serv- 
ice for the year 1944 are as fol- 
lows: Account 503.1, Deprecia- 
tion of Gas Plant, $1,067,006; Ac- 
count 503.2, Amortization and De- 
pletion of Producing Natural Gas 
Land and Land Rights, $31,394; 
and Account 504, Amortization of 
Other Limited Term Gas Invest- 
ments, $15,415. 

[1] (10) A reasonable rate of 
return on Southern Natural’s rate 
base of $36,671,627.08 under the 
circumstances as of the date here- 
of, is 6 per cent. 

(11) The application of the 6 
per cent rate of return to the rate 
base set forth in paragraph (8) 
above, together with an allocation 
of revenues and expenses of 1944 
in accordance with the Commis- 
sion’s prevailing practice, with ad- 
justments for increases in certain 
operating expenses, results in a rate 
reduction of approximately $1, 
173,000. As applied to the revenues 
of 1945, the reduction becomes $1,- 
200,000. 

(12) Southern Natural should file 
new rate schedules which, if prop- 
erly applied to its sales of natural 
gas for the year ending December 
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31, 1945, would have produced a 
decrease in revenue for said year 
from sales subject to the jurisdic- 
tion of the Commission of not less 
than $1,200,000; and such rate 
schedules should be filed on or be- 
fore May 1, 1946, or as soon there- 
after as the same can with due dili- 
gence be prepared, satisfactory to 
the Commission in form and terms 
and made effective as of May 1, 
1946, whether or not the same shall 
be filed and accepted by the Com- 
mission before or after that date. 


[2] (13) It is reasonable under the 
circumstances of this case to au- 
thorize Southern Natural to trans- 
fer from its depreciation reserve ac- 
count to its surplus or a special re- 
serve account, the amount of $6,- 
668,133.70, being the difference be- 
tween the depreciation reserve per 
the books as of December 31, 1945, 
and the depreciation reserve re- 
quirement as of that date (a sub- 
stantial part of such difference re- 
sults from excessive depreciation 
accruals on “war facilities’); pro- 
vided the amount transferred to 
the special reserve shall be suffi- 
cient to absorb the excess in the 
plant accounts of Southern Natural 
over the original cost of plant as 
set forth in paragraph (3) above, 
and provided further, that any bal- 
ance in the special reserve after ab- 
sorbing the foregoing charge may, 
at the election of Southern Nat- 
ural, be transferred to its surplus 
account. 

(14) This proceeding shall be 
dismissed and terminated upon the 
filing by Southern Natural Gas 
Company and acceptance by the 
Commission of the new rate sched- 
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ules referred to in paragraph (11) 
above. 

The Commission orders that: 

(A) Southern Natural Gas Com- 
pany be and it hereby is directed to 
file new rate schedules which if 
properly applied to its sales of nat- 
ural gas for the year ending De- 
cember 31, 1945, would have pro- 
duced a decrease in revenues for 
said year from sales subject to the 
jurisdiction of the Commission of 
not less than $1,200,000, on or be- 
fore May 1, 1946, or as soon there- 
after as the same can with due dili- 
gence be prepared, satisfactory to 
the Commission in form and terms, 
to be made effective as of May 1, 
1946, whether or not the same shall 
be filed and accepted by the Com- 
mission before, on or after said 
date. 

(B) Southern Natural Gas Com- 
pany be and it hereby is authorized 
to transfer from its reserve for de- 
preciation of gas plant to its sur- 
plus or a special reserve account, 
the amount of $6,668,133.70, being 
the difference between the depre- 
ciation reserve per the books and 
the depreciation reserve require- 
ment as of December 31, 1945, pro- 
vided the amount transferred to the 
special reserve shall be sufficient 
to absorb the excess in the plant 
accounts over the original cost of 
plant as set forth in paragraph (3) 
above, and provided further, that 
any balance in the special reserve 
after absorbing the foregoing 
charge may at the election of 
Southern Natural be transferred to 
its surplus account. 

(C) Southern Natural Gas Com- 
pany file amendments to its reclas- 


sification and original cost studies 
heretofore filed with the Commis- 
sion reflecting the original cost of 
its gas plant referred to in para- 
graph (3) above. 


SACHSE, Commissioner, dissent- 
ing in part: My dissent goes to that 
part of the preceding order dealing 
with the utility’s depreciation re- 
serve, with the allowance for an- 
nual depreciation expenses as a 
part of operating expenses, and 
with that portion of the order 
granting authority to the utility to 
transfer to surplus out of the ex- 
isting depreciation reserve the sum 
of $6,668,133.70; specifically to 
findings 4, 8, 9, 12, and to para- 
graph B in the Commission’s or- 
der. Other items dependent upon 
and influenced by the treatment of 
the matter of depreciation, such as 
rate base and amount and rate of 
return, are also affected. 

I am in accord with the Com- 
mission’s practice and purpose to 
establish just, fair, and reasonable 
rates by means of investigation, of 
consultation and negotiation with 
the utilities and, if possible, with- 
out the necessity of lengthy and 
costly formal rate proceedings. 
Such simplified procedure, if prop- 
erly circumscribed and based on 
lawful and equitable rate-making 
principles is, I believe, in the pub- 
lic interest. 

But in this instance, in an en- 
deavor to effect an annual rate re- 
duction of “not less than $1,200,- 
000” (out of a gross revenue of 
$11,007,226) the Commission, by 
stipulation, accepts the utility’s 
proposal to take the sum of $6,- 

65 PUR(NS) 





FEDERAL POWER COMMISSION 


668,133.70 out of its accumulated 
depreciation reserve and transfer 
that amount to surplus. The Com- 
mission’s order provides that if any 
portion of said amount be credited 
to a special reserve account and 
not required for plant adjustments 
“such portion may, at the election 
of Respondent later be transferred 
to Earned Surplus.” 

“Depreciation Reserve” and 
“Surplus” are, as we know, two 
totally different things. Our com- 
pulsory Uniform System of Ac- 
counts clearly distinguishes be- 
tween the two and does not permit 
indiscriminate use of the deprecia- 
tion reserve or the expenditure of 
depreciation reserve funds for divi- 
dends or for other surplus disburse- 
ments. 

The reasons for this distinction 


are well known, and they are plain 


and compelling. The consumer 
and ratepayer must pay the cost 
of depreciation as necessary and 
unavoidable operating expense,! 
while “surplus” can exist only after 
the necessary operating expenses, 
including depreciation, have been 
met. Surplus is part of the profit; 
part of the fair return. 

The operating expense of depre- 
ciation is collected from the rate- 
payers in order to return to the 
utility owner the cost of the de- 


preciable property consumed in the 
public service. Whenever such 
cost has been repaid in full, the 
ratepayer’s obligation in this re- 
spect has been fully discharged. 
Rates compelling consumers to 
pay for the depreciation more than 
once are unjust and unreasonable 
in the same degree as would be 
double charges and collections of 
any other operating expense items: 
labor, management, materials, etc. 

In this case Southern Natural 
Gas Company’s customers and con- 
sumers have in the past contributed 
as part of operating expenses, ac- 
cording to the company’s own 
statement, a depreciation reserve 
of $18,011,207.78. This _ reserve 
was accumulated against an aggre- 
gate cost of existing depreciable 
property of approximately $41,- 
800,000. The Commission now 
agrees to stipulate with the com- 
pany that a present reserve of $11,- 
343,074.08 would have been suff- 
cient to pay for past depreciation 
to December 31, 1945. If that cal- 
culation is correct (and I do not 
question it), it follows that the 
overaccrual of the reserve in the 
amount of $6,668,133.70 was, in 
fact, a prepayment of future depre- 
ciation expense, similar to prepay- 
ment of insurance premiums.* The 
utility has reaped the benefit of 





1 Knoxville v. Knoxville Water Co. (1909) 
212 US 1, 53 L ed 371, 29 S Ct 148; Louisi- 
ana R. Commission v. Cumberland Teleph. & 
Teleg. Co. (1909) 212 US 414, 53 L ed 577, 
29 S Ct 357; Kansas City Southern R. Co. 
v. United States (1913) 231 US 423, 58 L ed 
296, 34 S Ct 125; United R. & E. Co. v. 
West, 280 US 234, 74 L ed 390, PUR1930A 
225. 50 S Ct 123; Columbia Gas & Fuel Co. 
v. Public Utilities Commission (1934) 292 
US 398, 78 L ed 1327, 4 PUR(NS) 152, 54 
S Ct 763, 91 ALR 1403; Federal Power Com- 
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mission v. Natural Gas Pipeline Co. (1942) 
315 US 575, 86 L ed 1037, 42 PUR(NS) 129, 
62 S Ct 736. 

2“A depreciation charge resembles a life 
insurance premium. The depreciation reserve, 
to which it is credited, supplies insurance for 
the plant against its inevitable decadence, as 
the life insurance reserve supplies the fund to 
meet the agreed value of the loss of human 
life.” Pacific Gas & E. Co. v. San Francisco, 
265 US 403, 423, 68 L ed 1075, PUR1924D 
817, 834, 44 S Ct 537. 
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that prepayment and its future de- 
preciation liability and risk are cor- 
respondingly reduced. To penalize 
the consumer by taking the 
amount of the prepayment out of 
reserve and permitting a transfer 
to surplus, and then requiring fu- 
ture ratepayers to pay for that 
same past operating charge a sec- 
ond time is inequitable and unjust 
and completely at variance with 
sound regulatory practices and ac- 
counting. Fair and equitable prac- 
tice, still leaving the advantage 
with the utility, would require ad- 
justment of future annual deprecia- 
tion expense in accord with the re- 
maining life or service span of that 
portion of the depreciable prop- 
erty not fully covered by the pres- 
ently existing depreciation reserve 
balance of $18,011,207.78. Such a 


determination can readily be made. 

The expense of depreciation is 
one of the largest and most impor- 
tant items of operating expense in 
any utility operation and accounts 
for a substantial part of consumer 


rates. The Natural Gas Act (§ 9 
(a) and § 10(a)), 15 USCA §§ 717 
h(a), 717i(a), is specific in desig- 
nating the cost of depreciation as 
an operating expense. Section 9 
(a) reads, in part, as follows: 


“No such natural gas company 
shall in any case include in any 
form under its operating or other 
expenses any depreciation, amorti- 
zation, or other charge or expendi- 
ture included elsewhere as a de- 
preciation or amortization charge 
or otherwise under its operating or 
other expenses.” 

Here the Commission authorizes 
the transfer to surplus of $6,668,- 
133.70 of the prepaid operating ex- 
pense of depreciation. This ap- 
pears to me in plain violation of 
this section of the act. 

A stipulation such as the one 
here referred to should not be ac- 
cepted by the Commission as de- 
terminative of the important and 
far-reaching issue of the proper 
treatment of depreciation reserves 
and depreciation expense. The 
stipulation accepted by the major- 
ity in the absence of a formal rec- 
ord does not in my opinion, meet 
the requirements of “due process” 
with regard to the consumer in- 
terest. The Commission’s order 
places a heavy burden, unneces- 
sarily and unfairly, on this utility’s 
future ratepayers and is contrary 
to the clear provisions of the Nat- 
ural Gas Act and the purposes of 
our uniform system of accounting. 
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Louisiana Public Service Commission 


Louisiana Power & Light Company 


Docket No. 4271, Order No. 4346 
July 29, 1946 


stoops ary of rates and practices of electric utility; revised 
rate schedules established. 


Return, § 9 — Fair value basis. 
1. Use of the fair value theory in public utility rate making is not required 
in order to meet Federal or state requirements of due process, and no state 
statutes direct its use, p. 21. 


Return, § 11 — Prudent investment basis. 
2. The prudent investment theory in public utility rate making is permissi- 
ble under Louisiana law and should be adopted, p. 21. 


Valuation, § 69 — Prudent investment — Excess over original cost. 


3. Money is prudently invested, even though it is in excess of the original 
cost of property purchased, if the excess was paid as the result of arm’s- 
length bargaining between nonassociated buyer and seller, if it was neces- 
sary for integration of property into a larger and more efficient system, and 
if the purchase necessitating the excess did or reasonably should have re- 
sulted in public benefit by improvement of service or in lowered rates, 
p. 21. 


Accounting, § 32 — Purchase price — Excess over original cost — Amortization. 
4. The integration cost or excess of purchase price over original cost, termed 
in the prescribed system of accounts as Utility Plant Acquisition Adjust- 
ments, should remain a part of the prudent investment during the life of 
the physical property to which it was applied, and its extinguishment from 
investment when and if required by the Commission should be accom- 
plished by amortization through annual charges to operating revenue de- 
ductions during the life of the property remaining after the date of the 
purchase which created the excess, p. 21. 


Valuation, § 36 — Rate base determination — Prudent investment basis. 
5. The rate base should be original cost of property in useful service, plus 
allowable Utility Plant Acquisition Adjustments not amortized, plus a rea- 
sonable allowance for materials and supplies and cash working capital, less 
the amount of capital secured from customers as contributions and con- 
struction advances, p. 21. 


Return, § 24 — Reasonableness. 


6. The allowable rate of return is such a percentage of the rate base as 
will yield enough money (after all reasonable operating expenses, main- 
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tenance, taxes, annual retirement or depreciation appropriations and amorti- 
zation of Utility Plant Acquisition Adjustments have been paid or set 
aside) to pay bond interest and sufficient dividends to maintain credit, at- 
tract new capital, reward good management, and enable the investor to 
recoup at any time the money he has prudently invested, p. 23. 


Valuation, § 86 — Accrued depreciation — Prudent investment theory. 

7. An undepreciated rate base should be used where return is allowed on 
the money prudently invested in property used and useful, since the invest- 
ment still exists and the property is used and useful until the day it is re- 
moved from service, when it should be removed from the property account 
at original cost and the investor should receive the amount of his invest- 
ment in this property from the reserve accumulated by charges to operat- 
ing revenue, p. 23. 


Depreciation, § 10 — Nature of annual charge. 


8. The annual depreciation charge is an advance payment by the public 
to provide future return of investors’ money when equipment which has 
been used up is retired from useful service; creation of a depreciation re- 
serve is necessary to maintain the integrity of the investment and to dis- 
tribute the cost evenly, p. 23. 


Depreciation, § 32 — Sinking-fund basis. 
9. Any sinking fund based on a fixed depreciation rate and fixed period of 
time would be unsatisfactory and subject to serious infirmities, owing to 
the fact that from time to time interest rates change and scientific progress 


changes the foreseeable useful life expectancy of material and equipment, 
p. 23. 


Depreciation, § 32 — Straight-line basis. 
10. Any fixed service life basis for straight-line annual depreciation would 
ignore the possibility and probability of technological changes which will 


have substantial bearing on length of useful life of material and equipment, 
p. 23. 


Depreciation, § 39 — Annual charge — Size of reserve — Periodical revision. 
11. Both the amount of the annual depreciation charge and the size of the 
depreciation reserve should be determined by the best judgment available, 
based on consideration of all factors involved, but both should be examined 
periodically by a consideration of all new facts and foreseeable changes in 
conditions and revisions should be made when their necessity is apparent, 
p. 23. 


Depreciation, § 40 — Reserve — Ownership — Customers’ interest. 

12. Legal title to money collected’ from customers to cover depreciation 
and set aside in a reserve is in the utility, but the utility does not have 
unconditional unrestricted ownership but contributing customers have an 
equitable interest in this reserve and some of the elements of the trust 
apply ; the customer is entitled to have this money used for his benefit until 
such time as it is actually required to reimburse the owners for investment 
extinguished by retirement of property from useful service, p. 23. 


Depreciation, § 41 — Reserve — Income. 


13. Interest earned by the invested depreciation reserve should be applied 
as a deduction from net operating revenue in computing the allowable re- 
turn, as the customer is entitled to receive whatever interest can be earned 
by judicious use of the money, p. 23. 
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Valuation, § 307 — Working capital — Electric utility. 
14. A reasonable allowance for cash working capital of an electric utility 
was held to be approximately two months’ operating expenses, p. 26. 
Return, § 87 — Electric utility. 
15. A rate of return of 6 per cent on the rate base of an electric utility was 
held to be fair, equitable, and adequate to compensate the owners and to 
attract the capital necessary to maintain the soundness of investment, p. 26. 
Depreciation, § 41 — Reserve — Interest. 


16. An interest rate of 54 per cent on money represented by the amount of 
retirement or depreciation reserve used in the utility’s business was consid- 
ered fair, p. 26. 


» 


By the Commission: On Decem- mission to require any changes or 


ber 14, 1945, the Louisiana Public 
Service Commission, on its own mo- 
tion, started an investigation of the 
rates, charges, and practices for elec- 
tric service in the state of Louisiana of 
all electric public utilities in the state 
subject to its jurisdiction by issuance 
of citation and an order to each utility 
to show cause why such investigation 
should not be made and to show 
cause why rates, charges, and prac- 
tices should not be required to be 
changed and revised if found to be ex- 
cessive or unreasonable and to show 
cause why such changes or revisions 
should not be made effective as of the 
date of the citation. In response to 
this citation and show cause order, the 
Louisiana Power & Light Company, 
hereinafter referred to as “Respond- 
ent” filed an answer and appeared at 
a formal hearing before the Commis- 
sion in Baton Rouge, Louisiana, on 
January 15, 1946. 

Respondent’s answer conceded the 
authority of the Commission to make 
the investigation and to require revi- 
sion of rates and practices if found to 
be excessive or unreasonable, and of- 
fered its books and records for exami- 
nation and inspection, but entered an 
exception to the authority of the Com- 
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modifications which would become ef- 
fective before the issuance of a final 
order. The Commission reserved the 
ruling on this exception. Since this 
order does not require any changes or 
modifications of the Respondent’s 
rates or practices to be made effective 
prior to the date of this order, the 
rights of the Respondent will not be 
harmed and a ruling on the question 
is pretermitted. 

After preliminary conferences with 
officials of Respondent, the Commis- 
sion sent members of its staff to New 
Orleans to make an investigation and 
examination of the books and records 
of Respondent, and to study its opera- 
tions. This investigation and exam- 
ination has been completed, the staff 
has compiled its working papers and 
has submitted its report and recom- 
mendations to the Commission. Of- 
ficials and employees of Respondent 
have been codperative and helpful dur- 
ing the examination and several meet- 
ings have been held between officials 
of Respondent and the Commission 
for the purpose of discussing the staff 
reports and for the purpose of reach- 
ing agreement upon stipulations to be 
entered in the record of this proceed- 
ing. Agreement between officials of 
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Respondent and members of the Com- 
mission’s staff has been reached as to 
the reasonableness of conflicting es- 
timates and several other questions of 
fact and the stipulations have been 
entered in the record. This proceed- 
ing as to Respondent is now ready for 
conclusion. 

Before setting out our findings and 
order as to the Respondent, however, 
it is both desirable and necessary that 
this Commission give some considera- 
tion to general principles of public 
utility regulation and make some re- 
adjustment and realignment of its 
policies and practices. Setting out of 
these policies and practices as stand- 
ards will benefit the Commission in 
carrying on its work in the future and 
will serve as a guide for the regulated 
utilities in their relations with the 
Commission. 

Growth and development of the 


several types of utility business in 
Louisiana, change and realignment in 
the economic and financial organiza- 
tion of the public utility business and 
changes in the legal approach to the 
regulatory process have imposed added 


responsibility on this Commission 
which requires that the supervision 
and regulation of the utilities be made 
a more continuing and consistent 
process. The legislature has recog- 
nized the need for this increased con- 
tinuity and consistency in utility reg- 
ulation by providing for the setting up 
of an organization by the Commission 
to carry on this work. 

[1-5] For many years the rule of 
Smyth v. Ames (1898) 169 US 466, 
42 Led 819, 18 S Ct 418 required that 
regulatory Commissions must give 
consideration to three factors in mak- 
ing determinations in rate-making 


proceedings in order to comply with 
the due process provisions of the Fed- 
eral Constitution. These three factors 
were original cost of the physical 
property used and useful in carrying 
on the service, the reproduction cost 
new as of the date of the proceeding 
and the amount of the capitalization of 
the utility corporation. The theory 
behind these requirements, as con- 
firmed by the subsequent practice of 
requiring finding of reproduction cost 
new less accrued depreciation as the 
rate base, was that the owners of the 
utility were entitled to a fair return 
on the current value of the property 
used and useful in performing the pub- 
lic service. The value of the property 
was the thing required to be preserved 
in order to avoid a finding of con- 
fiscation by the courts. 

Determination of the positive 
aspects of this value, requiring expen- 
sive and time consuming appraisals, 
almost endless controversy over 
guesses of present cost necessary to 
reproduce and install materials and 
equipment under imaginary condi- 
tions, together with the ever present 
arguments concerning overheads and 
intangibles become a burdensome, in- 
conclusive, and unsatisfactory process. 
Also the determination of negative 
aspects of this value; namely, de- 
preciated condition or accrued depre- 
ciation was no less complicated, ex- 
pensive, and inconclusive. 

In 1923 Mr. Justice Brandeis wrote 
his famous concurring opinion in the 
Southwestern Bell Telephone Com- 
pany Case, and there launched his 
theory of “prudent investment” later 
further expounded and advocated in 
the O’Fallon and other cases, and thus 
made a beginning for a public utility 
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regulatory process which would not 
be subject to the enormous expense, 
interminable delays, and final incon- 
clusiveness of the old process. This 
theory contained the basic elements 
for the development of an approach 
to the problem of utility regulation 
which could be both expeditious from 
the standpoint of the regulatory body 
and also fair and equitable from the 
standpoint of both the rate-paying 
public and the utility investor and 
owner. 

Fundamentally, the “prudent in- 
vestment” theory was based on the 
two concepts that (1) the thing which 
is required to be protected in order to 
avoid confiscation under the Constitu- 
tion is the money invested in used and 
useful property and not the ever 


changing and illusory value of the 
property and (2) that so long as the 


investor is allowed to earn a rate of 
return which will attract purchasers 
for his interest and allow him to sell 
his interest and recoup his money in- 
vested, there will not be any Constitu- 
tional confiscation. Naturally, these 
concepts were based upon the assump- 
tions that the public interest in the 
public utility business is of sufficient 
importance and that the economic ne- 
cessity for actual freedom from waste- 
ful competition in the public utility 
business is sufficiently well-founded as 
to justify the elimination of the pos- 
sibility of capital gain by increase of 
the value of the investment. But the 
theory also assumes that the invest- 
ment is made freely and without com- 
pulsion, so that if the investor desires 
to put his money into some other busi- 
ness where there is the probability of 
capital increase, so long as the rate 
of return available is sufficient to at- 


65 PUR(NS) 


tract purchasers for his interest, he 
cannot claim confiscation. 

Although the Massachusetts version 
of “prudent investment” regulation of 
public utilities had been in use there 
for many years, this Brandeis “pru- 
dent investment” theory suffered many 
defeats at the hands of the courts dur- 
ing the succeeding years. But the 
acceptance of its validity and useful- 
ness made some progress and finally, 
in 1944, the United States Supreme 
Court in the Hope Natural Gas Com- 
pany Case (1944) 320 US 591, 88 
Led 333, 51 PUR(NS) 193, 64S Ct 
281, laid the ghost of Smyth v. Ames, 
supra, to rest and left regulatory 
Commissions free to build the rate 
regulation process on “prudent invest- 
ment,” as far as the Federal Constitu- 
tion is concerned. Commissions are 
left free to make pragmatic adjust- 
ments within the statutory (and ju- 
dicial) ambit of their authority. 

Although this Commission has in 
the past followed the “fair value” the- 
ory in rate-making proceedings, and 
although this process has been ap- 
proved by the supreme court of this 
state, this approval was required by 
the former United States Supreme 
Court jurisprudence on Federal due 
process. Since there are no Louisiana 
decisions requiring use of the “fair 
value” theory in public utility rate 
making to meet state requirements of 
due process, and since there are no 
state statutes directing use of the “fair 
value” theory, it is the opinion of this 
Commission that the supreme court of 
Louisiana is free to allow the use of 
the “prudent investment” theory in 
public utility rate making by this Com- 
mission. Therefore, being desirous of 
simplifying the rate-making process by 
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eliminating the necessity for and the 
use of the cumbersome, expensive, 
time-wasting, and inconclusive re- 
production appraisals and studies used 
in the past, we herewith adopt the 
“prudent investment” theory of rate 
making for the public utilities and set 
out below our application of this the- 
ory. 

The owners of a public utility are 
entitled to earn and receive a fair rate 
of return upon the money prudently 
invested in property used and useful 
in rendering public service. Money 
is prudently invested, even though it 
is in excess of the original cost of the 
property purchased, if the excess of 
purchase price over original cost was 
paid as the result of arm’s-length bar- 
gaining between nonassociated buyer 
and seller, if the excess was necessary 
for the integration of the property into 


a larger and more efficient system, 
and if the purchase necessitating the 
excess did or reasonably should have 
resulted in public benefit by improve- 
ment of service to customers or in 
lowered rates or both better service 


and lowered rates. This integration 
cost or excess of purchase price over 
original cost termed in prescribed sys- 
tem of accounts as “Utility Plant Ac- 
quisition Adjustments” should remain 
a part of the prudent investment dur- 
ing the life of the physical property to 
which it was applied, and its extin- 
guishment from the investment when 
and if required by the Commission, 
should be accomplished by amortiza- 
tion through annual charges to Op- 
erating Revenue Deductions during 
the life of the property remaining after 
the date of the purchase which created 
the excess. 


The rate base to be used in deter- 


mining a fair return shall be the total 
original cost of the property in useful 
service plus the allowable amount of 
Utility Plant Acquisition Adjustments 
not amortized through charges to Op- 
erating Revenue Deductions plus a 
reasonable allowance for materials and 
supplies and for cash working capital, 
less the amount of capital secured from 
customers as contributions and con- 
struction advances. 

[6] The rate of return to be al- 
lowed shall be such a percentage of 
the rate base which will yield enough 
money after all reasonable operating 
expenses, maintenance, taxes, annual 
retirement, or depreciation appropria- 
tions and amortization of Utility Plant 
Acquisition Adjustments have been 
paid or set aside, to pay bond interest 
and sufficient stock dividends to main- 
tain the credit of the utility, attract 
new capital, reward good management, 
and to enable the investor to recoup 
at any time the money he has prudent- 
ly invested. The rate of return is a 
question to be determined in each in- 
dividual case from evidence as to effi- 
ciency of the operation of the subject 
utility, market prices, and ratio of 
earnings to market value of the stocks 
and bonds of similar enterprises oper- 
ating under similar conditions, and 
any other relevant facts. 

Few questions of the reasonable- 
ness of operating expenses and taxes 
will arise as the matter is rather well- 
settled by both customary utility prac- 
tice and also by the requirements of 
applicable systems of accounts. There- 
fore, no extended discussion of this 
matter is required. 

[7-13] The next factor for consid- 
eration is depreciation. Much has 
been written about this subject and 
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much time and expense has been de- 
voted to determining accrued or ob- 
served depreciation in past rate pro- 
ceedings, and tremendous engineering 
and accounting efforts have sought to 
show that loss of service life is an 
evenly proceeding process and can be 
accounted for exactly and scientifically. 
It seems to us that this entire process, 
although theoretically desirable, is un- 
realistic, and is overstressed and un- 
duly complicated by too great a desire 
for mathematical exactness and cer- 
tainty. Also the current approach to 
the problem of depreciation seems to 
be a hangover of the old “fair value” 
process. As mentioned before, the 
“depreciated condition,” “accrued de- 
preciation” or the “observed deprecia- 
tion” under the old Smyth v. Ames, 
supra, doctrine was merely a negative 
aspect of value used as a deduction in 
It seems 


determining the rate base. 
reasonable and consistent that if “fair 
value” is to be abandoned, then it nec- 
essarily follows that all of the process 
would be abandoned and the hybrid 


concept of depreciation 
should be brought up to date. 

As stated above, the owners of a 
public utility are entitled to earn and 
receive a fair rate of return upon the 
money prudently invested in property 
used and useful in rendering public 
service. This means that investment 
still exists and the property is used and 
useful until the day it is removed from 
service when it. should be removed 
from the property account at original 
cost and the investor should receive 
the amount of his investment in this 
piece of property back from the reserve 
which has been previously accumulat- 
ed by charges to operating revenue. 
65 PUR(NS) 
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This is the so-called “undepreciated 
rate base.” 


Under this theory and procedure the 
annual depreciation charge and the 
depreciation reserve are the two parts 
of a method which has as its purpose 
(1) the providing of sufficient money 
(2) from charges to the public, which 
will be adequate to always reimburse 
the investor as property is retired. 
The two requirements applicable to the 
annual charge for depreciation are 
(1) that the annual amount be suffi- 
cient to create and maintain a reserve 
which will be adequate for any fore- 
seeable retirement, and (2) that the 
annual amount set aside be as nearly 
uniform as practicable in order to dis- 
tribute the charge equitably and with- 
out discrimination between users of 
the service. In addition to the two 
requirements set out above, the neces- 
sity for providing for replacement of 
worn out equipment out of this charge 
and fund has generally been considered 
necessary. However, replacements are 
almost always made by installation of 
better, more modern, differently ar- 
ranged and larger units. 

Also, replacements are handled un- 
der prescribed systems of accounts in 
the same manner as extensions and it 
seems more realistic certainly in a 
growing property, to consider retire- 
ment as the end of investment. 

The annual depreciation charge is 
an advance payment by the public to 
provide future return of the investors’ 
money, when equipment which has 
been used up is retired from useful 
service. The creation of the reserve 
by use of the annual charge is neces- 
sary to maintain the integrity of the 
investment and to distribute the cost 
evenly. 
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Due to the fact that general interest 
rates for money change from time to 
time and due to the fact that scientific 
progress changes the foreseeable use- 
ful life expectancy of material and 
equipment from time to time, any 
sinking fund based on a fixed rate and 
a fixed period of time would be unsat- 
isfactory and subject to serious in- 
firmities. For the same two reasons, 
any fixed service life basis for straight- 
line annual depreciation would be in- 
flexibly ignoring the possibility and 
probability of technological changes 
which will have substantial bearing on 
length of useful life of material and 
equipment. 

It is our opinion that both the 
amount of the annual depreciation 
charge and the size of the depreciation 
reserve should be determined by the 
best judgment available based on con- 
sideration of all the factors involved 
but that both should be examined peri- 
odically by a consideration of all new 
facts and foreseeable changes in con- 
ditions and when the necessity for 
revisions are apparent, they should be 
made. The judgment of the manage- 
ment of each utility when properly 
supported by estimates of future condi- 
tions and records of past performance 
of depreciable property should be ac- 
corded considerable weight. There- 
fore, we propose to allow an annual 
depreciation allowance based on a fixed 
percentage of the cost of property, but 
with the understanding that this fixed 
percentage will be subject to revision 
when facts appear or are presented 
which would indicate the equitable- 
ness of such revision. 

Legal title to the money collected 
by a utility from its customers to cov- 
er depreciation and set aside in a de- 


preciation reserve is by authoritative 
jurisprudence held to be in the utility. 
However, the utility owner does not 
have unconditional unrestricted owner- 
ship and the contributing customers 
have an equitable interest in this re- 
serve and some of the elements of the 
trust apply. Certainly the customer 
is entitled to have this money used for 
his benefit until such time as it is ac- 
tually required to reimburse the own- 
ers for investment extinguished by 
retirement of property from useful 
service. The customer is entitled to re- 
ceive whatever interest can be earned 
by judicious use of the money. This 
annual interest earned by the invest- 
ed reserve should be applied as a de- 
duction from allowable net operating 
revenue in computing the allowable 
return. The amount of this reduction 
of interest earned by this reserve is a 
question to be settled in each individ- 
ual case by facts as to available uses 
for the money and other relevant evi- 
dence. The rate of interest to be ap- 
plied will never be greater than the 
allowed rate of return, but may be less 
upon a showing by the utility that a 
lesser rate is justified. 

Having set out our views as to 
general principles and policies which 
we propose to follow, we now proceed 
with a consideration of Respondent’s 
operations and the application of these 
principles to the case. 


Description and History of 
Respondent 


Respondent, whose principal execu- 
tive office is located in 142 Delaronde 
Street, New Orleans 14, Louisiana, 
was incorporated under the laws of 
Florida on June 25, 1927. It is a pub- 
lic utility company operating in the 
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state of Louisiana, where it qualified 
to do business on July 2, 1927. Re- 
spondent is engaged in the generation, 
transmission, purchase, and distribu- 
tion of electricity; purchase and dis- 
tribution of natural gas; transporta- 
tion of passengers, and activities in- 
cidental to such operation. 
Respondent supplies electric and 
certain other public utility services in 
communities in a wide area in north- 
ern Louisiana, in eastern Louisiana, in 
the southeastern part of the state north 
and west of New Orleans and in a 
district along the Mississippi river 
south of that city. The territory 


served extends north and south for a 
distance of about 350 miles and its 
east and west limits are approximately 
175 miles apart. 

Respondent furnishes electric serv- 
ice to approximately 86,000 urban and 


rural customers of all classes. Of 
these customers 63,000 are rural cus- 
tomers (as defined by U. S. Bureau of 
the Census) of which more than 15,- 
800 are farm customers. 

The major portion of the electrical 
energy sold by Respondent is generat- 
ed at its steam electric generating sta- 
tion at Sterlington, Louisiana, which 
has a name plate capacity of 120,000 
kilowatts. The fuel used in this sta- 
tion is natural gas purchased under a 
contract which is effective until 1958. 
Other energy is obtained from con- 
necting companies in this and adjoin- 
ing states. 


The more important industries in 
the territory served with electricity in- 
clude pulp and paper milling, produc- 
tion of building and insulating ma- 
terial, oil drilling, pumping and refin- 
ing, manufacture of containers and 
boxes, cotton oil milling and refining, 
dry docks ship repairing, ice, cold stor- 
age and packing plants, carbon black 
and gas compressor stations, quarries 
and gravel pits. 

The electric system of Respondent 
as described above was formed by the 
purchase of many small operating 
properties and the integration of these 
properties into an efficient operating 
system by the building of transmission 
lines and the making of many im- 
provements and extensions. This 
process of integration is described in 
the report of the Federal Power Com- 
mission staff in its original cost study 
and in the Louisiana Power & Light 
Company report in the same proceed- 
ing. Both of these reports have been 
made a part of the record in this case. 


The Record 


The record in this proceeding con- 
sists of pleadings and facts as stipulat- 
ed by Respondent and the staff of the 
Commission. 


Findings by the Commission 


[14-16] Upon consideration of the 
record herein and application of the 
principles discussed above to that rec- 
ord, the Commission finds: 


1. The amount of Respondent’s Gross Electric Plant Account as of June 30, 1946 is $37,113,175 
The amount of Respondent’s Gross Electric Plant Account as of June 30, 1947, 


is estimated to be 


The average amount of Respondent’s Gross Electric Plant Account for 12 
months June 30, 1946, to June 30, 1947, from the above estimate will be 


2. A reasonable allowance to Respondent for cash working capital is approximately 


two months operating expenses and is 


3. A reasonable allowance to Respondent for Materials and Supplies for the year 


under consideration is 
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The average amount of capital used by Respondent which has been contributed 
or advanced by customers is estimated for the 12 months June 30, 1946, to June 
SD, SI Eh So in 60k ec ssacetvcchaataoeeéscnberbecbbacsterebsunebeonenes $613,640 


. The total amount of Utility Plant Acquisition Adjustment is ........... eeeee $3,844,727 


Of this total amount the cost to Respondent in acquiring its electric goeger- 

ties in transactions based on arm’s-length bargaining and because of the many 

advantages accruing to the customer found to be justified as a part of its 

Prudent Investment and included in gross electric plant account as set out in 

NEE AM OD «ook cos nace 40 anak s dai pd ees suse iewens chad sns geese $3,493,594 
The rates charged by this utility are lower than those charged in Louisiana 

towns municipally owned and operated and by Rural Electric Codperatives 

financed by the Federal government. The respondent has been a pioneer in 

the development of electric service to its largely rural territory and has been 

very active in extending service on an area-wide basis. 


. The total amount of this Electric Plant Acquisition Adjustments should be 


amortized over a 15-year period by making equal annual charges to Amortiza- 
tion of Electric Plant Acquisition Adjustments—Account 505 beginning with 
ik: re i CIR I OE oh teh ese bcos Cctv eaataenchsicictsxcduensens $232,906 


The amortization charge provided for in item 6 above will result in a deduc- 
tion from amount of Gross Electric Plant in determining a rate base for the 
12 months from July 1, 1946, to June 30, 1947, in the amount of .............. $232,906 


. The total amount of Respondent’s Depreciation of Retirement Reserve for all 


property at June 30, 1946, is reasonable and adequate to meet any and all de- 


mands for the purposes for which it was accrued and is .......-...seeeeeeees $9,396,762 
The part of this Reserve which should be allocated to Electric Plant as of June 
Se PRO BE iv sient aancaecouee cntendescanssacessnetubhenwabnsansaso<sbaanaers $8,306,904 
The amount of this Reserve for Electric Plant as of June 30, 1947 is estimated 
i oc acakl oe a als aig baad Sida noch ean on ae ae ath are we $9,231,904 
The average amount of this Depreciation Reserve for the 12 months from June 
Say Tere 0 FN See, Ci, WRI dio cn. gk e kesc cin necectns sic ccsscdasoinetes $8,769,404 


. Applying the principles previously set out in this opinion to the findings above 


results in a rate base for the 12 months from July 1, 1946, to June 30, 1947 
Amnon a0 Crees TEENS DOE AOD 6c csccccccenvedescicaandcccssses $38,463,175 


Pins Ca Te Se nn 0:6dkin dd ckdcccngneencadiansscccces Se 
Dintevials amd Sees occ icccscccccecscccocssoncccscccesss QOS Giana 








$39,988,175 
Less: Contributions and Construction Advances ................-- $613,640 
Reserve for Amortization of Electric Plant Acquisition Ad- 
TD x 5.9 ie 00 660950664 4044.550- 066 eh avedeiubendesqiveses $232,906 $846,546 
Electric Rate Base ...... puebidnebaminbees debs Peanaaeiaeaees $39,141,629 


A rate of return of 6 per cent on the rate base is fair and equitable and is 
adequate to compensate the owners and to attract the capital necessary to main- 
tain the soundness of Respondent’s investment and will result in substantial 
rate reductions to the customers. 


Applying a rate of return of 6 per cent to the rate base found above would 
yield Respondent Net Operating Revenue for the 12 months period from July 1, 
TOC, Gp Dees SR, BOT Oh TW SURNNNE inv sc cccccccccccsbiccccscccccsssses $2,348,498 


Respondent can and should be able to use in its business the money represented 
by the amount of the Retirement or Depreciation Reserve to the extent that 
it will earn 54 per cent. This rate of interest is considered fair to both the 
customer and the Respondent and its application during the twelve months 
from July 1, 1946, to June 30, 1947, will result in an earning of .............. $467,409 
This earning of the Reserve money should be deducted from the Net Operat- 
ing Revenue as shown in item 11 above to determine the Allowable Return to 
Respondent. Making this deduction we determine the Allowable Return for 
the 12 months from July 1, 1946, to June 30, 1947, to be ........cceeeeceecees $1,881,089 
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14. A conservative estimate of Respondent’s Electric Operations for the 12 months 
period from July 1, 1946, to June 30, 1947, with due consideration given to 
actual figures for the past year and based on existing rates follows: 


Operating Revenues—Electric 
Operating Revenue Deductions—Electric 
Operating Expenses 


$11,168,000 


Property Retirement Reserve Appropriations 


Amortization of Electric Plant Acquisition Adjustments 


Estimated Net Operating Revenues 


906 
360,489 


8,867,195 
$2,300,805 





. The estimated Net Electric Operating Revenue of Respondent for the 12 months 
period from July 1, 1946, to June 30, 1947, will exceed the Allowable Return 
by the amount of $419,716. After considering the effect of income taxes, the 
elimination of this excess will necessitate a reduction in Respondent’s rates and 


charges in the amount of approximately 
Order of the Commission 


After consideration of the findings 
made above, the Commission, there- 
fore, orders as to Respondent herein: 

(1) The electric rate base is $39,- 
141,629 for the twelve months ending 
June 30, 1947, and shall in the future 
from time to time be computed in ac- 
cordance with the principles herein- 
before adopted. 

(2) The allowable rate of return is 
6 per cent per annum. 

(3) For the purpose of determin- 
ing the allowable return, earnings on 
the entire amount of the retirement 
or depreciation reserve at 54 per cent 
per annum shall be deducted from the 
amount derived from applying the 
“rate of return” to the “rate base.” 

(4) Annual allowance for electric 
plant retirement or depreciation ap- 
propriations shall be $925,000 for the 
year ending June 30, 1947, and for 
subsequent years, unless later changed, 
the allowance will be an amount of 
$925,000 plus 3 per cent of net addi- 
tions thereafter made. 

(5) Reserves for retirement of de- 
preciation of utility plant shall here- 
after be maintained for each utility 
department of Respondent and shall 
be set up on the basis of the allocation 
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found reasonable in “Finding” No. 
8. 

(6) The amount of $3,844,727.52 
in account Utility Plant Acquisition 
Adjustments at June 30, 1946, shall 
be allocated between the electric and 
gas departments in accordance with 
Finding No. 5. 

(7) Respondent shall amortize the 
amount of $3,493,593.95 allocated to 
Electric Plant Acquisition Adjust- 
ments by equal annual charges to Ac- 
count 505—Amortization of Electric 
Plant Acquisition Adjustments over a 
15-year period beginning with the year 
1946. 

(8) Not later than August 20, 1946, 
Respondent shall file, to be applied on 
bills rendered on and after September 
1, 1946, for electric service revised 
electric rate schedules designed to re- 
duce gross electric operating revenue 
in an amount not less than $700,000 
annually, including changes now being 
made affecting revenues from munici- 
palities. 

(9) The terms used in the Com- 
mission’s opinion and findings, and 
this order, are for the purpose hereof, 
those currently in use by the company, 
and are adopted without prejudice to 
the right of the Commission to amend 
such terms in connection with any or- 
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der it may issue under Docket 4350 
prescribing accounts to be kept by Re- 
spondent. 

It is further ordered that this pro- 
ceeding, as to this Respondent only 
and as to its electric utility operations 


only, be now concluded and dismissed 
subject to compliance of Respondent 
with this order and subject to the con- 
tinuous jurisdiction of this Commis- 
sion under the Constitution and stat- 
utes of the state of Louisiana. 





SECURITIES AND EXCHANGE COMMISSION 


Re Middle West Corporation 


File No. 70-1213, Release No. 6560 
April 17, 1946 


ECLARATION filed by holding company regarding sale of en- 
tire interest in subsidiary holding company; declaration 
denied effectiveness. 


Consolidation, merger, and sale, § 33 — Sale of holding company interests — Inte- 
gration of holding company system. 
A declaration filed by a registered holding company regarding the sale of 
its entire interests in its subsidiary holding company, which owns approxi- 
mately 40 per cent of the common stock of another holding company, which 
in turn owns substantially all the outstanding securities of eleven electric 
and gas utility companies, should be denied effectiveness where the several 
utility subsidiaries, upon acquisition by the purchasers, would be incapable 
of interconnection or integration and where the acquisition would not tend 
toward the efficient and economical development of an integrated public 


utility system. 


APPEARANCES: Ove B. Dendtler, 
for The Middle West Corporation; 
Sydney K. Schiff, for Harold C. 
Mayer, Salim L. Lewis, and Donald 
C. Lillis, prospective purchasers; 
Herbert David, for the Public Utilities 
Division of the Commission. 


By the Commission: The Middle 
West Corporation (Middle West), a 
registered holding company, has filed 
a declaration pursuant to § 12(d) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA § 791 (d) 


(Act) and Rule U-44 promulgated 
thereunder, proposing to sell its in- 
terest in United Public Service Cor- 
poration (UPS), a subsidiary regis- 
tered holding company, consisting of 
172,393 shares of capital stock (56.3 
per cent of total capital stock out- 
standing)’ to Harold C. Mayer, Salim 
L. Lewis, and Donald C. Lillis (Pur- 
chasers), in equal amounts, for a total 
cash consideration of $215,491.25 or 


1 The remaining 43.7 per cent of such stock 
is held by the public. 
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$1.25 per share.* The Purchasers are 
partners in the investment banking 
firm of Bear, Stearns & Co. Pur- 
chasers have agreed that, for a period 
of thirty days subsequent to the pur- 
chase from Middle West, they will ac- 
cept in equal amounts all shares of 
said stock offered to them by public 
stockholders at the same price to be 
paid to Middle West. 

After appropriate notice, a public 
hearing was held. Having considered 
the record, we make the following 
findings : 


Description of Companies 

UPS 

UPS, incorporated in New Jersey, 
is an intermediate holding company in 
the Middle West system. Since 1941 
the company has been in the process 
of liquidation, having disposed of its 
investments in Kentucky Power & 
Light Company in December, 1941, 
and in Southern United Gas Company 
in January 1943.8 Subsequent to the 
above dispositions, UPS in 1942 and 
1943 declared liquidating dividends 
totaling $4.80 per share on its com- 
mon stock, or an aggregate of $1,468,- 
771. UPS's assets consist of cash 
and government securities and 148,- 
055 * shares of the common stock of 
United Public Utilities Corporation 
(UPU), a registered holding compa- 
ny which has public utility-subsidiaries 
operating in the states of Ohio and 
Indiana. 


A condensed balance sheet of UPS, 
per books at September 30, 1945, is 
shown below: 


Tase I 
Assets 
Investments : 

148,055 shares of $1.00 par value 
common stock of United Public 
Utilities Corporation, less reserve 
of $148,054 o0euceeseoese 

Current Assets: 

Cash 


Liabilities 
Capital Stock: 

305,992 shares, 25¢ par value .... 
Current Liabilities ............ osene 
CAGES DENNOU cc cccccsecce pesenry 
Earned Surplus ...... ssbnedenias 0% 


$93,570 
OS ee liabilities, approximately $36,- 


The principal source of income of 
UPS in recent years has been interest 
on its holdings of government bonds. 
No dividends have ever been received 
on the UPU stock. 

UPU 

UPU is a registered holding com- 
pany. At the outset of proceedings 
instituted by this Commission under 
§ 11(b) (1), 15 USCA § 79k(b) (1), 
in October, 1941, the UPU system 
included nineteen subsidiaries engaged 
in various utility and nonutility busi- 
nesses in eight states. Thereafter, 
pursuant to our order of March 4, 





2 The record indicates that the Purchasers 
now own 7,292 shares of common stock of 
UPS and 14,540 shares of common stock of 
United Public Utilities Corporation, a sub- 
sidiary of UPS. 

8 Approval of such dispositions was granted 
by this Commission (Holding Company Act 
Release Nos. 3231, 3289 and 3943). Our Or- 
ders in these matters have reserved jurisdic- 
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tion with respect to further dispositions and 
to capital distributions to stockholders. 

4 These shares constitute 40 per cent of the 
common shares outstanding and 28.5 per cent 
of the voting securities of UPU. 

5 William C. Freeman, president and direc- 
tor of Middle West, testified that this item 
represented a local tax claim for which, in the 
opinion of company counsel, there is no lia- 
bility. 
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1942,* UPU disposed of four ice prop- 
erties and two natural gas properties 
and in October, 1945, sold its inter- 
ests in Dakota Public Service Com- 
pany and Knife River Coal Mining 
Company.’ At present, UPU’s port- 
folio is composed of all of the out- 
standing securities of eleven relatively 
small electric and gas operating utility 
companies located in Ohio and In- 
diana, except for 34 per cent of the 
common stock of one of these com- 
panies. 


Compliance with the Act 

We note that Purchasers propose 
to acquire 56.3 per cent of the capital 
stock of a holding company (UPS) 
which company owns approximately 
40 per cent of the common stock, con- 
stituting 28.5 per cent of the voting 
securities, of another holding company 
(UPU), which latter company in turn 


owns substantially all the outstanding 
securities of eleven electric and gas 


utility companies. We further note 
that Purchasers comprise three of the 
six general partners in the investment 
banking firm of Bear, Stearns & Co., 
that they have a substantial interest 
therein from the standpoint of invest- 
ment and participation in the profits, 
and that they are active in the conduct 
of its affairs. This firm recently ac- 
quired all the outstanding common 
stock of Northwestern Public Service 
Company (Northwestern), a public 
utility company operating in South 
Dakota and Nebraska.’ This circum- 
stance raises a serious question wheth- 


er the three individual Purchasers, as 
partners in the firm, are presently af- 
filiated with a public utility company. 
In any event, consummation of the 
present proposals would result in Pur- 
chasers becoming affiliates not only 
of UPS and UPU, both registered 
holding companies, but also of the 
eleven utility subsidiaries of UPU.® 
Under these circumstances, the pro- 
visions of § 9(a)(2) of the act, 15 
USCA § 79i(a) (2), require the filing 
of an application pursuant to § 10, 15 
USCA § 79}, with respect to the pro- 
posed acquisition. 

Purchasers have not filed an appli- 
cation pursuant to § 10, but we have 
nevertheless considered the standards 
of that section with regard to the pro- 
posals. Section 10(c)(2) requires 
that “the Commission shall not ap- 
prove the acquisition of securities or 
utility assets of a public utility or hold- 
ing company unless the Commission 
finds that such acquisition will serve 
the public interest by tending towards 
the economical and efficient develop- 
ment of an integrated public utility 
system.” No claim is made that the 
several utility subsidiaries of UPU 
are capable of interconnection or in- 
tegration, or that the acquisition would 
tend towards the efficient and econom- 
ical development of an integrated pub- 
lic utility system. In addition, it is 
obvious that the properties of North- 
western located in South Dakota and 
Nebraska, are incapable of integration 
with the properties of the subsidiaries 
of UPU located in Ohio and Indiana. 





6 Holding Company Act Release No. 3368, 
11 SEC 33, 43 PUR(NS) 500. 

7 Holding Company Act Release No. 6142, 
Oct. 18, 1945. 

8 Holding Company Act Release No. 6515, 
March 28, 1946. 

® Paragraph A of § 2(a)(11), 15 USCA 


§ 79b(a) (11), defines an affiliate of a speci- 
fied company as follows: “(A) any person 
that directly or indirectly owns, controls, or 
holds with power to vote, 5 per centum or 
more of the outstanding voting securities of 
such specified company.” 
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In the absence of a showing that the 
proposed acquisition would tend 
toward the development of an inte- 
grated public utility system, we con- 
elude that such acquisition fails to 
meet the requirements of § 10, and 


that the declaration respecting the pro- 
posed sale must accordingly be denied 
effectiveness. 

An appropriate order will issue 
denying the effectiveness of the dec- 
laration. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Taxicab Associations 


Order No. 3039, P.U.C. No. 2942/29 
May 17, 1946 


ETITION requesting that Commission waive prohibitions of 
| gn No. 1749, dated February 6, 1939 (27th Annual Re- 
port of the Public Utilities Commission, 1939, at page 26, con- 
cluding that after March 1, 1939, no new taxicab association 

would be authorized) ; prohibition of order waived. 


Monopoly and competition, § 75 — Taxicab association — Restrictions — Waiver 


for benefit of veterans. 


An order that no new taxicab association should be authorized in the Dis- 
trict of Columbia was waived for the purpose of considering the applica- 
tion of an association of ex-servicemen of World War II, in recognition 
of the national policy that ex-servicemen are entitled to and should be given 
some special or preferred consideration for their patriotism and service 


to their country. 


By the Commission: Two peti- 
tions have been filed with the Commis- 
sion signed by groups of ex-service- 
men of World War II requesting that 
the Commission waive the prohibi- 
tions of Order No. 1749 in order that 
an association may be formed to be 
composed of honorably discharged ex- 
servicemen or those discharged for 
causes other than dishonorable, or, on 
the other hand, that the said Order 
No. 1749 be revoked. The: petitions 
state that it is the desire of the groups 
signing the petitions to form a codp- 
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erative, nonprofit, mutual association 
to operate taxicabs in the District of 
Columbia to be composed of veterans 
of World War II. The signers of the 
petitions have signified their inten- 
tions of joining such an association if 
it is authorized by the Commission. 
The proponents of the plan have ad- 
vised the Commission that there is a 
general desire among ex-servicemen 
to form an association to be composed 
of discharged ex-servicemen of World 
War II for their mutual benefit. Other 
groups of ex-servicemen have dis- 





RE TAXICAB ASSOCIATIONS 


cussed with members of the Commis- 
sion’s staff the formation of an as- 
sociation of veterans of World War II 
to operate taxicabs in the District of 
Columbia on a codperative, nonprofit, 
mutual assistance basis. 

The urgency of the requests of the 
various groups and their expressed in- 
terests in forming such an association 
were such that the Commission held 
an informal public hearing on May 1, 
1946, to hear interested parties on the 
question of waiving the prohibitions 
of Order No. 1749 so as to permit the 
formation of a taxicab association to 
be composed of World War II vet- 
erans, or, on the other hand, to revoke 
the said order. The several groups de- 
siring to form an association of ex- 
servicemen appointed spokesmen who 
presented their views to the Commis- 
sion at the informal public hearing. 
The proponents were given an oppor- 
tunity to be heard in support of their 
reasons why the Commission’s Order 
No. 1749 should be waived or re- 
voked. All of them requested that the 
order be waived for the purpose of 
permitting the formation of an asso- 
ciation of World War II veterans. Op- 
portunity was afforded any who op- 
posed the waiving of the prohibitions 
of the said order or the revocation of 
the same. No one opposed the crea- 
tion of an association of such veterans 
to operate as a taxicab association. 
Two witnesses contended that Order 
No. 1749 should either be revoked or 
enforced without waiver of its pro- 
visions, although neither of such wit- 
nesses opposed the formation of a taxi- 
cab association to be composed of vet- 
erans. One witness who is a dis- 
charged World War II veteran ad- 
vised against the formation of such an 


[3] 


association because of his belief that 
it would not be advantageous to the 
ex-servicemen. No one requested that 
Order No. 1749 be vacated. 

Recent acts of Congress, and the 
state of public opinion, strongly point 
to the existence of a national policy 
that ex-servicemen are entitled to and 
should be given some special or pre- 
ferred consideration for their patriot- 
ism and service to their country. Con- 
gress has expressed such preferential 
treatment in the Veterans’ Preference 
Act of 1944 (Public Law 359, 78th 
Congress), which establishes pref- 
erences to honorably discharged vet- 
erans, their widows, and wives of dis- 
abled veterans in employment where 
Federal funds are disbursed. The 
Servicemen’s Readjustment Act of 
1944 (Public Law 346, 78th Con- 
gress), commonly known as the “GI 
Bill of Rights,” provides aid to World 
War II veterans for readjustment in 
civilian life. The War Mobilization 
and Reconversion Act of 1944 (Pub- 
lic Law 458, 78th Congress) estab- 
lishes a Retaining and Reémploy- 
ment Administration for the advan- 
tage of veterans. There are other 
congressional acts and administrative 
orders giving preferential considera- 
tion to ex-servicemen. The public gen- 
erally recognizes some preference in 
the consideration of the great body of 
returning veterans in adjusting them- 
selves to civilian life. The views of 
this Commission are in accord with 
the general acceptance of such prefer- 
ential treatment. 

Therefore, the Commission believes 
that in justice and fairness to those 
who have served their country in time 
of war, they should be permitted to 
organize themselves in a codperative, 
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nonprofit, mutual association to oper- 
ate taxicabs in the District of Colum- 
bia. The Commission believes that 
Order No. 1749 should not be vacated 
but that it should be waived for the 
purpose of considering the application 
of an association of ex-servicemen of 
World War II. Upon proof that such 
an association has been formed, with 
bylaws or rules of conduct not incon- 
sistent with public interest and regu- 
lations of this Commission, such ap- 
plication will be given due considera- 
tion. 


It is ordered: 

That the prohibition of Order No, 
1749 against the creation of a new 
taxicab association be, and it is here- 
by, waived in so far, and only so far, 
as to permit the consideration and ap- 
propriate action thereon of an appli- 
cation of an association composed of 
veterans of World War II honorably 
discharged or discharged for causes 
other than dishonorable to operate as 
a taxicab association. 
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Pennsylvania Public Utility Commission 


Philadelphia Transportation Company 


Complaint Docket No. 14133 
June 3, 1946 


ETITION by Price Administrator, Office of Price Administra- 
tion, requesting permission to intervene in rate case; limited 
intervention permitted. 


Rates, § 641 — Parties — Federal intervention — Limitation. 
Intervention in a rate case by the Price Administrator of the Office of Price 
Administration under the Stabilization Act of 1942 was permitted, but lim- 
ited to presentation of evidence relating to the inflationary effect, if any, 


of the proposed increase in rates. 


By the Commission: This matter 
is presently before us on petition 
of Paul A. Porter, Price Admin- 
istrator of the Office of Price Ad- 
ministration, for himself and on 
behalf of Chester Bowles, Economic 
Stabilization Director, requesting per- 
mission to intervene and participate as 
a party in the proceedings in this case. 
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The Philadelphia Transportation 
Company filed with this Commission 
its Tariff Supplement No. 1 to Bus 
Pa. P.U.C. No. 4, and Rail Pa. 
P.U.C. No. 6, cancelling Rail Pa. 
P.U.C. No. 5, and bearing the pro- 
posed effective date May 5, 1946. In 
our orders dated April 9 and 30, 1946, 
the operation of the aforesaid tariffs 
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was suspended for a period of six 
months from May 5, 1946, and an 
order was issued instituting an in- 
vestigation for the purpose of deter- 
mining the fairness, reasonableness, 
and justness of the rates and charges 
of the Philadelphia Transportation 
Company. 

Rule 13 of the Commission’s Rules 
of Practice states: 

“ . . Intervention is discretion- 
ary with the Commission and shall be 
subject to such terms and conditions 
as the Commission may prescribe 

” 


The Stabilization Act of 1942 did 
not affect the authority of state regu- 
latory bodies to regulate the rates and 
charges of public utilities subject to 
their jurisdiction, and the said act 
recognized the authority of state reg- 
ulatory bodies to continue under their 
state laws to regulate the rates and 
charges of common carriers and other 
public utilities. Davies Warehouse 
Co. v. Bowles (1944) 321 US 144, 


88 L ed 635, 52 PUR(NS) 65, 64 
S Ct 474; Vinson v. Washington Gas 
Light Co. (1944) 321 US 489, 88 L 
ed 883, 52 PUR(NS) 257, 64S Ct 
731. 

It is the opinion of this Commission 
that intervention by the Price Admin- 
istrator, for himself and on behalf of 
the Economic Stabilization Director, 
should be permitted but should be 
limited to the purpose of presentation 
by the Office of Price Administration 
of evidence relating to the inflationary 
effect, if any, of the proposed increase 
in rates; therefore, 

It is ordered: That Paul A. Por- 
ter, Price Administrator of the Office 
of Price Administrator, for himself 
and on behalf of the Economic Stabili- 
zation Director, be and is hereby per- 
mitted to intervene in these proceed- 
ings for the purpose of adducing evi- 
dence as to the inflationary effect, if 
any, of the proposed increase in rates, 
and that said permission to intervene 
is limited in scope to that purpose. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


2-U-2103 
June 14, 1946 


EHEARING of proposal of telephone company to establish 
R exchange boundaries for switched company in absence of 
latter company’s consent; order disapproving proposal affirmed. 

For earlier decision, see (1946) 63 PUR(NS) 445. 


Service, § 445 — Establishment of telephone exchange boundaries — Consent of 


switched company. 


A telephone company may not file a map and undertaking-to-serve state- 
ment for a company to which it furnishes switching service, where the map 
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and statement delineate an undertaking of service different from the under- 
taking admitted and contended for by the switched company. 


By the CoMMISSION : 


Opinion and Order on Rehearing 

Pursuant to the provisions of the 
Commission’s general order 2—U- 
1840, Wisconsin Telephone Company 
on October 26, 1945, filed with the 
Commission an exchange area map 
and undertaking-to-serve statement 
for its Greenville exchange. Objec- 
tion thereto was filed by Ellington 
Farmers Telephone Company, where- 
upon the Commission held a hearing 
on November 28, 1945, and by order 
dated February 15, 1946, 63 PUR 
(NS) 445, disapproved the map and 
statement as filed. 

On March 7, 1946, Wisconsin Tel- 
ephone Company applied for a rehear- 
ing which was granted by order dated 
March 20, 1946. 

The original hearing was held be- 
fore Examiner Helmar A. Lewis at 
Green Bay on November 28, 1945. 
The rehearing was held before Com- 
missioner Lynn H. Ashley at Madison 
on April 30, 1946. 


APPEARANCES: (at one or both 
hearings) Wisconsin Telephone Com- 
pany by W. E. McGavick, Attorney, 
and L. J. Fitzgerald, Milwaukee; 
Commonwealth Telephone Company 
by H. W. Pike, Vice President, Madi- 
son. In opposition: Ellington Farm- 
ers Telephone Company by Paul 
Klitzke, Secretary, Hortonville; Har- 
old Ort, President, Black Creek; 
Erwin Klitzke, Director, Shiocton. 
Of the Commission Staff: H. T. Fer- 
guson, Chief Counsel, H. J. O’Leary, 
Chief, rates and research department, 
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K. J. Jackson, rates and research de- 
partment. 
Opinion 

A brief was filed by Wisconsin Tel- 
ephone Company. 

In disapproving the map and un- 
dertaking-to-serve statement in its or- 
der of February 15, 1946, supra, the 
Commission construed such map and 
statement as being tantamount to an 
undertaking by Wisconsin Telephone 
Company to serve directly from its 
Greenville exchange all territory in 
the town of Ellington, now being 
served by Ellington Farmers Tele- 
phone Company. In the absence of a 
showing that public convenience and 
necessity required duplication of serv- 
ice, such an undertaking could not be 
approved. 

It developed at the rehearing that 
the purpose of the filing of the map 
and statement had been misconstrued 
and that Wisconsin Telephone Com- 
pany had no intention of holding out 
to furnish its own service in that por- 
tion of the town of Ellington served 
by Ellington Farmers Telephone 
Company. On the basis of the testi- 
mony developed at the rehearing, the 
issue now before the Commission is: 
may Wisconsin Telephone Company, 
pursuant to the provisions of general 
order 2—U-1840, file a map and un- 
dertaking-to-serve statement for a 
company to which it furnishes switch- 
ing service, which map and statement 
delineate an undertaking of service 
that is different from the undertaking 
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admitted and contended for by the 
switched company? 

It is apparent that neither the pro- 
visions of general order 2—U-1840 
nor the statutes permit one telephone 
utility to circumscribe the undertak- 
ing of service by a second telephone 
| utility even though contractual ar- 
rangements for switching service may 
limit the extent of the switching serv- 
ice which the exchange company may 
be required to render to the switched 
company. However, in this case the 
contract for switching service intro- 
duced as Exhibit 5 does not contain 
any limitations on the areas to be 
served by the switched company. The 
contract does include an exhibit at- 
tached thereto which shows the lines 
of the switched company as of the date 
of the contract, June 1, 1937. The 
lines shown on the exhibit include 
those portions of the lines of Ellington 
Farmers Telephone Company in sec- 
tion 4, town of Ellington, and sections 
33 and 29, town of Bovina, as well as 
territory in the village of Shiocton, 
which Wisconsin Telephone Company 
seeks by its map and statement to 
exclude from the undertaking of serv- 
ice of Ellington Farmers Telephone 
Company. 

General order 2—U-1840 was is- 
sued for the specific purpose of allevia- 
ting some of the administrative dif- 
ficulties inherent in the application of 
§ 196.50(2) of the statutes. In effect, 
it provides for the waiving of notice 
to the Commission and to other tele- 
phone companies of extensions of 
service within areas delineated by 
boundaries which, previously, have 
been determined by mutual agreement 
of the telephone utilities involved. 
Lacking such mutual consent, no 
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boundaries can be established. Fur- 
thermore, as provided in said or- 
der, “Neither the presentation nor 
the filing of any statement and map 

shall be determinative of the 
restriction of the undertaking of the 
utility presenting the same to service 
within the territory designated in such 
statement and map, nor shall it be 
construed as limiting the statutory 
power of the Commission.” Certain- 
ly, if a telephone utility may not re- 
strict its own undertaking of service 
under general order 2—U-1840, it 
may not, pursuant to the provisions 
of that same order, restrict the under- 
taking of service of another telephone 
utility. 

Since Ellington Farmers Tele- 
phone Company has not consented to 
the boundaries of its territory as set 
forth on the map filed by Wisconsin 
Telephone Company in this proceed- 
ing, the map and accompanying state- 
ment must be disapproved. 


Finding of Fact 


The Commission finds that the map 
and statement as filed by Wisconsin 
Telephone Company in this proceed- 
ing in respect of the undertaking of 
service by Ellington Farmers Tele- 
phone Company in the towns of El- 
lington and Bovina, in Outagamie 
county, does not correctly set forth 
such undertaking and attempts im- 
properly to limit such undertaking 
over the objection of Ellington Farm- 
ers Telephone Company. 


Conclusion of Law 


The Commission therefore con- 
cludes that the map and statement 
described in the foregoing finding 
should be disapproved. 
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IOWA STATE COMMERCE COMMISSION 


Re John Ruan, Doing Business As Ruan 
Motor Freight Company 


Docket No. H-3698 
June 13, 1946 


PPLICATION for certificate of convenience and necessity to 
l \ operate as a motor carrier; approved. 


Monopoly and competition, § 68 — Motor carriers — Public need for service — 
Adequacy of existing rail service. 

The adequacy or inadequacy of existing rail service should not be determi- 

native of the application of a motor carrier for a certificate, since it is gen- 

erally found that there is a public need for motor carrier service despite rail 


service. 


APPEARANCES: March 22,. 1946: 
Rex H. Fowler, Attorney, Des 
Moines, by D. Fairgrave, and Harold 
C. Marcusen, Des Moines, for the ap- 
plicant. 

April 16, 1946: Rex H. Fowler, 
Attorney, Des Moines, and D. J. 
Fairgrave, Attorney, Des Moines, for 
the applicant. F. M. Steele, Traffic 
Manager, Boone, and Walter R. Dyer, 
Counsel, Boone, for the Fort Dodge, 
Des Moines & Southern Railway Com- 
pany—objector; John F. Bierman, 
Attorney, Des Moines, for the Chi- 
cago, Milwaukee, St. Paul & Pacific 
Railroad Company—objector: Mc- 
Laughlin, Hise, Davis, & Hyde, Attor- 
neys, by Frank W. Davis, Des Moines, 
for the Chicago & North Western 
Railway Company—objector; H. H. 
Hartley, Iowa State Legislative Repre- 
sentative, Creston, for the Brother- 
hood of Locomotive Firemen and En- 
ginemen—objector; *C. G. Brandow, 
Sioux City, and W. M. Rierson, 
General Chairman, Boone, for the 
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Brotherhood of Railroad Trainmen— 
objector; *C. E. Stoner, Perry, for 
the Brotherhood of Locomotive En- 
gineers—objector; *W. H. Jeffries, 
West Des Moines, for the Order of 
Railway Conductors—objector. 


By the Commission: By applica- 
tion filed February 21, 1946, John 
Ruan, d/b/a Ruan Motor Freight 
Company, Des Moines, Iowa, seeks 
authority to carry freight between Des 
Moines and Boone, Iowa. 

Pursuant to notice the matter was 
set down for hearing March 22, 1946, 
called, and postponed to April 16, 
1946, at which time the matter was 
fully heard. The parties appearing 
are as shown above. Briefs and argu- 
ments have been filed. 

By virtue of Certificates Nos. 303 
and 580 applicant now operates as a 
motor carrier of freight between Des 
Moines, Ankeny, Huxley, Midvale, 





* Appearances entered but not present at 
the hearing. 
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Ames, Ericson, Jordan, Boone, Og- 
den, Beaver, Grand Junction, Jeffer- 
son, Scranton, Ralston, Glidden, Car- 
roll, Arcadia, West Side, Vail, and 
Denison. Restrictions do not permit 
the carrying of freight originating at 
Des Moines destined Boone or orig- 
inating Boone destined Des Moines. 
The route now traveled, Des Moines- 
Boone, is via U. S. Highway No. 69 
and U. S. Highway No. 30 by way of 
Ames. The distance is 45 miles. In 
addition to the elimination of restric- 


Read down 
71 81 


7:15 P.M. 11:15 p.m. 
10:45 P.M. 2:40 A.M. 


81-82 Daily except Saturday 


Des Moines 


71-72 Daily except Sunday 


Written objections had been filed 
by the Fort Dodge, Des Moines & 
Southern Railway Company, the Chi- 


cago, Milwaukee, St. Paul & Pacific 
Railroad Company, and the Chicago 
& North Western Railway Company. 
Both the Milwaukee and North West- 
ern railroads have freight service 
which affords next day delivery at 
Boone from Des Moines. 

The Fort Dodge, Des Moines & 
Southern Railway Company discon- 
tinued a pick-up and delivery service 
in Des Moines on January 30, 1945, 
but it was restored April 16, 1946. 

Petitions signed by fourteen resi- 
dents of Des Moines and forty-nine 
residents of Boone signifying opposi- 
tion to the applicant’s proposal were 
introduced and also a resolution in op- 
position from the Boone Chamber of 
Commerce. 

Twenty-four witnesses, being ship- 
per and receivers of freight, testified 
in behalf of the applicant’s proposal to 
have the present restrictions removed. 

Ruan proposes a schedule leaving 
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tions now imposed applicant seeks al- 
ternate route, Des Moines-Boone, 
via Iowa Highway No. 60 and U. S. 
Highway No. 30, a distance of about 
40 miles. 

Ames is north of Des Moines and 
Boone is northwest. The distance be- 
tween Des Moines and Boone is 43 
miles via Fort Dodge, Des Moines & 
Southern Railway Company protes- 
tant here. The freight service is set 
out below. 


Read up 
82 


6:35 A.M. 
3:45 A.M. 


72 


4:30 a.m. 
1:20 A.M. 


Des Moines at 6 A.M. and arriving 
Boone at 8 a.M. and leaving Boone at 
10 a.M. and arriving Des Moines at 
12 noon, daily except Sundays. 

Indicative of the traffic to and from 
Boone now handled originating or 
destined beyond Des Moines was an 
exhibit of March, 1946, showing over 
400 shipments destined Boone from 
various points originating beyond Des 
Moines (over 200,000 pounds) ; and 
over 30 shipments from Boone to 
various destinations beyond Des 
Moines (over 29,000 pounds). 

The service offered by the Fort 
Dodge, Des Moines & Southern Rail- 
way Company as rail service between 
Des Moines and Boone has been rea- 
sonably adequate. The adequacy or 
inadequacy of existing rail service 
should not be determinative of the 
application. 

Boone is one of the few cities in 
Iowa which does not enjoy unrestrict- 
ed motor carrier service in addition to 
rail service. It is found that general- 
ly there is a public need and demand 
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for motor carrier service despite rail 
service. The public desires generally 
that both highway and rail transporta- 
tion service be afforded. The inherent 
advantages of motor carrier service 
are conducive to an economical and ef- 
ficient policy in the public interest. 
We find that the applicant is finan- 
cially and otherwise able to carry out 
the obligations that will be incurred 
if the restrictions in present certifi- 
cates are removed; that the shipping 
public is entitled to an adequate sys- 


tem of transportation by motor vehicle 
as well as by rail; that there are inher- 
ent advantages in the use of motor 
vehicles for the transportation of 
goods ; that both rail and motor carri- 
er facilities should be available; and 
that the establishment of motor carrier 
service as sought by applicant between 
Des Moines and Boone, Iowa, will 
promote the public convenience and 
necessity. A certificate authorizing 
such service shall issue. 
It is so ordered. 





FEDERAL POWER COMMISSION 


Re Leo T. Crowley 


Docket No. ID-915 
June 18, 1946 


A 


PLICATION pursuant to § 305(b) of the Federal Power Act 
for authority to hold interlocking positions; denied. 


Intercorporate relations, § 13.1 — Directors — Interlocking positions. 
An application, pursuant to § 305(b) of the Federal Power Act, 16 USCA 
§ 825d(b), for authority to hold interlocking positions in separate cor- 
porations should be denied when the applicant has held such positions for 
a period of years without authorization, has not performed the duties rea- 
sonably to be expected of a director, and has failed to show that neither 
public nor private interests will be adversely affected by his holding or 
continuing to hold such positions. 


By the Commission: It appearing 
to the Commission that: 

(a) On March 25, 1946, Leo T. 
Crowley, 231 South LaSalle street, 
Chicago, Illinois, filed an application 
pursuant to § 305(b) of the Federal 
Power Act, 16 USCA § 825d(b), for 
authority to hold the following posi- 
tions : 

Director, Chairman of Executive, 
and Financial Committee: Duquesne 
Light Company. Director: Louis- 
ville Gas & Electric Company (Ky.). 
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Director: Wisconsin Public Service 
Corporation. 

The Commission, having consid- 
ered said application and the infor- 
mation therein contained, finds that: 

(1) Applicant has held the above 
interlocking positions continuously 
for more than five years without au- 
thorization from the Commission pur- 
suant to § 305(b) of the Federal Pow- 
er Act, having been elected director 
of Duquesne Light Company, April 
23, 1940; elected director, Louisville 
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Gas & Electric Company, September 
9, 1940; and elected director, Wiscon- 
sin Public Service Corporation, May 
27, 1941. 

(2) Applicant, during the eighteen 
months preceding March 25, 1946, 
the date of his application now before 
us, did not attend any of the directors’ 
meetings held by the board of direc- 
tors, of the Wisconsin Public Service 
Corporation, of which there were ten 
in number; nor any of the directors’ 
meetings held by the board of direc- 
tors, Louisville Gas & Electric Com- 
pany, of which there were nineteen 
in number; and attended only one of 
the directors’ meetings, of which there 
were fifteen in mumber, held by the 


board of directors of Duquesne Light 
Company, and therefore has not per- 
formed the duties reasonably to be ex- 
pected of a director. 

(3) Applicant has failed to show 
that neither public nor private inter- 
ests will be adversely affected by his 
holding or his continuing to hold the 
positions described in paragraph (a) 
above. 

The Commission orders that: The 
application heretofore filed by the ap- 
plicant, seeking authority to hold the 
positions described in paragraph (a) 
above pursuant to § 305(b) of the 
Federal Power Act, be and the same 
is hereby denied. 





MISSOURI PUBLIC SERVICE COMMISSION 


Charles Edward Moser, Jr. 


Southwestern Bell Telephone Company of 
St. Joseph, Missouri et al. 


Case No. 10744 
June 20, 1946 
Gyewog seeking to compel telephone companies to restore 
service to former patrons living im another company's 
exchange area; complaint dismissed. 


Service, § 445 — Invasion of telephone exchange area — Modification of exchange 
b : 


es. 


A telephone subscriber whose service was discontinued at his request is not 
entitled to a restoration of such service where, during the period of dis- 
connection, a modification of the company’s local exchange boundaries placed 
him in another telephone company’s exchange area. 


oa 
By the Commission: This case is plaint of Charles Edward Moser, Jr., 
before the Commission upon the com- asking that the Commission give him 
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a hearing on his effort to secure local 
exchange telephone service from the 
Southwestern Bell Telephone Com- 
pany through its telephone exchange 
located at and operating in the city 
of St. Joseph, Missouri. The com- 
plainant desires that this service be 
furnished him in his farm home in 
Buchanan county, located just outside 
of the telephone exchange area as de- 
fined by the Southwestern Bell Tele- 
phone Company and as shown by a 
map filed in the tariff of that company 
with this Commission. 

Prior to the filing of the formal 
complaint, correspondence had been 
had between the complainant and the 
Andrew County Mutual Telephone 
Company, a public utility engaged in 
the business of furnishing telephone 
service in the area in which the com- 
plainant is located, through its ex- 
change located at Savannah in Andrew 
county, Missouri. Upon receipt of 
the complaint, the Commission gave 
notice to the two defendant companies 
that such complaint had been filed, and 
ordered them to satisfy the matters 
complained of or answer said com- 
plaint. Each of the defendant com- 
panies filed answer but these answers 
did not satisfy the complainant. The 
cause was thereafter set for hearing 
and heard by a member of the Com- 
mission at its hearing room in Jef- 
ferson City, Missouri, after due notice 
was given to all interested parties. 
The complainant appeared in person 
and the defendants were represented 
by one of their officers and by counsel. 
The matter was then submitted on 
the record made at the hearing. 


The evidence shows that prior to 
the latter part of 1941, the complain- 
ant’s mother, who owns the farm on 
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which complainant desires the tele- 
phone service, was a user of the serv- 
ice furnished by the Bell Telephone 
Company through its St. Joseph ex- 
change. She began taking the serv- 
ice about 1940. Prior to that time, 
the grandfather of the complainant 
had had service from the Andrew 
Company at the same place. When 
the complainant went into the service 
of the United States Government, the 
telephone service was discontinued at 
the farm, voluntarily by his mother. 
Upon his return to the farm, after 
leaving the service, he became engaged 
in selling insurance and going to 
school under the GI Bill of Rights at 
Platte-Gard Business University in 
St. Joseph. In connection with his 
insurance business, he desired tele- 
phone service through the St. Joseph 
exchange because that was the field in 
which he was engaged in selling in- 
surance. He had no need for tele- 
phone service through the Savannah 
exchange of the Andrew Company. 
The evidence shows that prior to 
1941, the two defendant companies 
had established a boundary line be- 
tween the two territories served by 
them one-eighth mile north of the 
highway known as Castle School road. 
The home of the complainant’s mother 
on the farm was by that dividing line 
located in the territory served by the 
Bell Company through St. Joseph. 
After the telephone service was dis- 
connected by the complainant’s mother 
in the latter part of 1941, the defend- 
ant companies made a re-survey of the 
territory and it was agreed that the 
dividing line in that particular area 
should be located one-eighth mile 
south of the Castle School road. That 
change located the home of the com- 
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plainant’s mother in the exchange 
area of the Andrew Company. The 
farm of the complainant’s mother is 
divided so that about half of it is 
north of Castle School road and the 
other half south of that road. The 
change in the line dividing the terri- 
tory of the two defendant companies 
did not concern the complainant or his 
mother at that time, because neither 
of them were customers of the serv- 
ice of either of the defendant com- 
panies. 

The evidence shows that at the es- 
tablishment of the first line of the divi- 
sion of the two defendant companies 
between their territories, they agreed 
that those patrons of their respective 
companies who were then being served 
would continue to be served by the 
serving defendant until the patron or 
patrons had discontinued the service 
entirely. They would then cease to 
be considered as a patron or prospec- 
tive patron of the company that had 
been serving them, and upon seeking 
service again, would be required to 
apply to the company in whose terri- 
tory they were then located by the di- 
viding line. The complainant, as a 
result of the understanding between 
the two defendant companies, is now 
required by them to seek service from 
the Savannah exchange of the Andrew 
Company. The Bell Company de- 
clines to establish the service. 

The complainant states that the 
service offered by the Andrew Com- 
pany does not afford the service that 
is needed because his field of activities 
is in the city of St. Joseph and to be 
able to call patrons or prospective 
patrons in St. Joseph, he would be re- 
quired to pay a toll charge of 10 cents 
through the Andrew Company ex- 


change back to St. Joseph. It is 
furthermore evident that if his activi- 
ties are in St. Joseph, his prospective 
patrons would not be able to contact 
him as easily if he is listed in the 
Andrew Company directory. His 
patrons in St. Joseph would have 
available at all times a St. Joseph 
directory and if he was listed in that 
directory they could doubtless reach 
him by telephone more conveniently. 
The complainant furthermore states 
that his wife is a nurse engaged in 
nursing in St. Joseph, and because of 
that reason, the telephone at his home 
would more conveniently serve both 
him and his wife by being able to call 
directly than by toll through the ex- 
change of the Andrew Company. 
There is no complaint as to the type 
of service rendered, that is, whether 
or not direct-line or party-line serv- 


ice is desired or preferred. The com- 
plainant states that the service offered 
by the Andrew Company is not satis- 
factory, but he speaks in general terms 
rather than describing any specific 


cause of poor service. The Andrew 
County Company contends it has 
ample facilities and is in a position to 
provide ample facilities for furnishing 
adequate telephone service in the loca- 
tion in which the complainant resides. 

Exhibits were filed by the defendant 
companies showing the location of 
their respective customers in the area 
surrounding the complainant’s home. 
It is shown that each of them has 
customers who have had service for 
many years located in the territory of 
the other defendant company, brought 
about by the fact that they arranged 
to divide the territory by a line of 
demarkation in order that the public 
may know to whom they should look 
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for telephone service and in order to 
avoid duplication of facilities for serv- 
ing the areas. 

The Commission is sympathetic 
with the complainant in this case, in 
that he is attempting to reéstablish 
himself in a business way after leav- 
ing the service of the government, but 
it must also adhere to a policy estab- 
lished many years ago and followed 
consistently, in an effort to avoid du- 
plication of facilities by utilities to fur- 
nish service to the public. In this 
particular case, the telephone in the 
house in question was first furnished 
by the Andrew Company, then later 
by the Bell Company, then discon- 
tinued entirely, and now service from 
the Bell Company is sought again. 
If the customers on the border line 
are allowed to demand service from 
either of the two companies, neither 


company will be able to plan facilities 
to adequately serve the public in such 
areas without unnecessary duplication, 
and if the facilities are so constructed, 
one or the other must necessarily 
stand idle while the patron is using 
the service of the other company. Ad- 
hering to that policy, it is necessary 
to deny the complainant’s request and 
require him to seek, if he desires tele- 
phone service, the service of the An- 
drew Company. We believe it is not 
necessary to describe the area in more 
detail than has been described above, 
or to discuss other evidence submit- 
ted in order to justify the decision 
we have just reached. Therefore, 
after duly considering all evidence sub- 
mitted herein, the Commission finds 
that the complaint should be dis- 
missed. 





MONTANA PUBLIC SERVICE COMMISSION 


Re Great Falls Gas Company 


Docket No. 3434, Order No. 1871 
June 24, 1946 


NVESTIGATION of the practice of grouping gas meter readings 
for certain public buildings ; discontinuance of such practice 
ordered. 


Discrimination, § 62 — Grouping of separate premises for rate application. 
The grouping of meter readings for certain public institutions and the ren- 
dering of bills based on the consolidated meter readings results in lower 
rates than those specified in the rates filed with, and approved by, the Com- 
mission and constitutes an unlawful concession which may not be approved 
under state laws or Commission regulations. 


+ 
The above-entitled matter came on of the Civic Center of said city, at the 
regularly to be heard at Great Falls, hour of 10 o’clock a.m., on April 4, 
Montana, in the Council Chambers 1946. 
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APPEARANCES: I. W. Church, At- 
torney, Great Falls, and H. M. Sau- 
bert, Manager, Great Falls Gas Com- 
pany, representing Great Falls Gas 
Company; Randall Swanberg, Attor- 
ney, Great Falls, representing School 
District No. 1 of Cascade county; 
Charles Davidson, City Attorney, 
Great Falls, representing the city of 
Great Falls; Bjarne Johnson, Attor- 
ney, Great Falls, representing the 
county of Cascade; Edwin S. Booth 
appearing for the Commission, 


Before: 

Paul T. Smith, Chairman; Horace 
F. Casey, Commissioner; Leonard C. 
Young, Commissioner. 


By the Commission: After it had 
come to the attention of the Public 
Service Commission that the Great 
Falls Gas Company, hereafter referred 


to as the Company, was grouping 
meter readings for certain public in- 
stitutions in Great Falls, the Commis- 
sion on July 21, 1945, issued an order 
to show cause, returnable August 15, 


1945. By the order to show cause, 
the Company was required to show 
cause why it should not be required 
to follow the rules and regulations of 
the Commission prescribing the meth- 
ods of billing. The hearing was con- 
tinued at the request of various in- 
terested parties until the 4th day of 
March, 1946. 

At the time of hearing, the Com- 
pany appeared and admitted that it 
had been grouping meter readings and 
rendering bills based on the consolidat- 
ed meter readings of the various 
meters installed to render service to 
the buildings of the city of Great Falls, 
Cascade county, and School District 
No. 1, This practice was inaugurated 


45 


by the Company for the city of Great 
Falls in 1929, Cascade county in 1930, 
and School District No. 1 in 1931 at 
the request of the representatives of 
the governmental units involved. The 
practice was confined solely to the 
named public institutions and for the 
benefit of the public. The Company 
stated that the Public Service Com- 
mission had free access to and freely 
examined the meter reading system 
and method of consolidating meter 
readings and that the impropriety of 
the practice had not been previously 
called to its attention. The Com- 
pany stated that the governmental 
agencies concerned received the entire 
benefit of any saving and that it is 
ready and willing to read the meters 
separately and bill in accordance with 
such meter readings if the Commis- 
sion determines such practice is to be 
followed. 

The city of Great Falls, Cascade 
county, and School District No. 1, 
appearing through their respective at- 
torneys, stated that separate billing 
would mean increased costs for gas, 
that the budgets for the fiscal year end- 
ing June 30, 1946, had already been 
fixed and requested that any change 
in the method of billing be delayed 
until July 1, 1946. 

The Company is engaged in the sale 
of gas to the public and is a public 
utility coming under the jurisdiction 
of this Commission. (Section 3881, 
Rev Code Mont 1935.) Every public 
utility is required to file, by statute, 
with the Public Service Commission, 
schedules showing all rates, tolls, and 
charges established for any service 
performed within the state and shall 
file as a part of such schedule, all rules 
and regulations that in any manner 
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affect the rate charged or to be 
charged for any service. Sec- 
tion 3891, Rev Code Mont 1935. 
The Company has filed rates for nat- 
ural gas service with this Commission 
since 1927 and was fully advised as to 
the law relating to the filing of rate 
schedules. An examination of the 
rates and regulations of the Company 
on file with this Commission fails to 
disclose any rates for special service 
to municipal or county organizations 
or any regulation providing for com- 
bined meter reading for such service 
ever having been approved by this 
Commission. Nor does the Company 
contend that any such rate or regula- 
tion was submitted and approved by 
this Commission. It is apparent that 
the rendering of bills on combined 
meter readings would be a practice 
affecting the rates to be charged for 
service. 

Section 3892, Rev Codes Mont 
1935, provides: 

“Greater or less charges than those 
prescribed—rebates and privileges. 
It shall be unlawful for any public 
utility to charge, demand, collect, or 
receive a greater or less compensation 
for any service performed by it within 
the state, or for any service in con- 
nection therewith, than is specified in 
such printed schedules including 
schedules of joint rates, as may at the 
time be in force, or to demand, collect, 
or receive any rate, toll, or charge not 
specified in such schedules. The 
rates, tolls, and charges named there- 
in shall be the lawful rates, tolls, and 
charges until the same are changed, as 
provided in this act. Jt shall likewise 
be unlawful for any public utility to 
grant any rebate, concession, or spe- 
cial privilege to any consumer or user, 
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which, directly, or indirectly, shall or 
may have the effect of changing the 
rates, tolls, charges, or payments and 
any violation of the provisions of this 
section shall subject the violator to 
the penalty prescribed in § 3888 of 
this code. This, however, does not 
have the effect of suspending, rescind- 
ing, invalidating, or in any way af- 
fecting existing contracts.” (Italics 
supplied. ) 


Whether the practice of billing on 
consolidated meter readings was in- 
itiated at the request of the govern- 
mental agencies for their sole benefit 
or not, it was put into effect by the 
Company without filing any rate or 
regulations authorizing such practice 
with and obtaining the prior approval 
of this Commission. Assuming that 
a governmental agency used 50,000 
cubic feet per month in each of two 
buildings or a total of 100,000 cubic 
feet, according to the rates filed with 
the. Public Service Commission, each 
premise would be billed separately for 
$22.50 each, or a total of $45 for the 
two buildings. Neither the rates filed 
with and approved by the Commis- 
sion, or any other reports filed with 
the Public Service Commission, show 
any other way of computing the bill 
or the existence of any practice which 
would effect the amount of the bill. 
By the practice of consolidated billing, 
the biil would be computed as though 
100,000 cubic feet were consumed 
through one meter and the combined 
bill would be $42.50, or a discrimina- 
tion of $2.50 per month. The amount 
of difference would increase with the 
increase of the number of establish- 
ments consolidated in one billing and 
the amount of gas consumed. The 
practice followed by the Company re- 
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RE GREAT FALLS GAS CO. 


sults in billing at less than that speci- 
fied in the rates filed and approved 
and is a concession or special privilege 
which directly results in a changing 
of the rates. The practice is in direct 
violation of the provisions of § 3892, 
Rev Codes Mont 1935, quoted above. 
Under authority of § 3890, Rev 
Codes Mont 1935, the Commission 
has adopted rules and regulations pre- 
scribing standards for gas service, 
Rule 11(c) of the Rules effective 
January 1, 1935, and still in full force 
and effect, read as follows: 
“Single-point deliver—The rates 
named in the schedule of rates and 
charges for each class of service are 
based upon the supply of service to the 
entire premises through a single deliv- 
ery and metering point. Separate 


supply for the same customer at other 
points of consumption shall be sepa- 


rately metered and billed.” 


This rule has been in effect for 
many years. In Florence Laundry 
Co. v. Missoula Light & Water Co. 
(1924) 17 MUR 691, PUR1925B 
690, 695, this Commission stated the 
rule as follows: 

“a common roof, sheltering differ- 
ent persons and different businesses 
will not justify combined meter read- 
ings; that the same person owning the 
same kind of properties at different 
locations, may not for that reason have 
meter readings combined and that the 
same person owning different busi- 
nesses at different locations may not 
for that reason have meter readings 
combined. In other words, there 
must be identity in the person of the 
customer, unity in the physical loca- 
tions and similarity in the uses.” 
(Italics supplied. ) 

In 1933 this Commission denied the 


application of the Billings Gas Com- 
pany for approval of a rate authoriz- 
ing consolidated billing for School 
District No. 2 at Billings. The Com- 
mission said: 

“The purpose of the rule is to avoid 
discrimination. We perceive no jus- 
tification for taking two premises, 
similarly situated and using approxi- 
mately the same quantity of gas for a 
stated consumption period, and each 
representing to the utility substantial- 
ly the same elements of cost to serve, 
and assigning to one a preferred posi- 
tion solely by reason of the fact that 
it is one of a number of separately 
located premises using gas and owned 
or operated by one person. To do so 
would assign to the mere fortuitous 
circumstances of multiple ownership 
of separate consuming premises an im- 
portance in establishing rates that has 
not been generally recognized in util- 
ity regulation and would violate, in 
our opinion, the provision of § 3892, 
Rev Codes of Montana, 1921, that 
forbids any utility to grant a ‘special 
privilege’ to any consumer or user, 
which directly or indirectly, shall or 
may have the effect of changing the 
rates, tolls, charges, or payments.” 
In Re Billings Gas Co. 1 PUR(NS) 
259, 263. 


The Commission is not unmindful 
of the fact that the consolidated bill- 
ings have been made only for gov- 
ernmental instrumentalities and that 
any such benefit has been to such in- 
strumentalities and ultimately to the 
taxpayers. Approval of consolidated 
billing practices was refused in the 
Billings Case when the only benefit 
would have been to the School Dis- 
trict, under authority of Billings v. 
Public Service Commission, 67 Mont 
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29, PUR1923E 77, 83, 214 Pac 608, 
where the Montana supreme court 
said: 

“Nor is there any basis for the city’s 
contention that it is entitled to pref- 
erence where its inhabitants would not 
be. The city is a consumer, as are 
its inhabitants who patronize the util- 
ity. Where the city receives its heat 
free, the utilities’ other patrons foot 
the bill. Discrimination of this sort 
is not to be tolerated, and the Commis- 
sion was right in putting a stop to 
hy 

The practice of rendering bills on 
consolidated meter readings for serv- 
ice supplied to the city of Great Falls, 
county of Cascade, and School Dis- 
trict No. 1 of Cascade county was in- 
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dated meter readings, to any patron, 
including the city, county or school 
district would be discriminatory and 
could not be approved under the laws 
of Montana or regulations of this 
Commission. The practice of con- 
solidating meter readings for the gov- 
ernmental units will be discontinued, 
effective July 1, 1946. An appropri- 
ate order will issue. 





HAWAII PUBLIC UTILITIES COMMISSION 


Re Honolulu Rapid Transit Company, 
Limited 


Docket No. 903, Decision No. 8&2 
Order N 


June 27, 


o. 500 


1946 


—— of transit company for increased fares; rate sched- 


ules established. 


Valuation, § 39 — Rate base — Reproduction cost. 


1. The Commission is not required in all cases to give weight to reproduc- 
tion cost in the determination of a rate base, p. 50. 


Return, § 22 — Factors affecting reasonableness — Adequate service — Attrac- 


tion of capital. 


2. Rates should be fixed so that adequate service may prevail at the low- 
est prices which, under sound business economics, will attract necessary 
capital, managerial ability, and man-power and which will provide a return 


sufficient to maintain credit, p. 51. 


Return, § 11 — Prudent investment basis. 


3. The scheme of rendering public utility service through a privately owned 
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stituted without filing with or obtain- 
ing approval of this Commission for 
any rate or regulation authorizing 
such practice and results in billing for 
service a different rate than the rates 
on file and approved, in violation of 
law. A rate or regulation providing 
for the rendering of bills on consoli- 
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btain- and managed property rests on prudent investment and efficient manage- 
mn for ment, p- 52. 

‘izing Rates, § 146 — Increased cost of service — Inflation. 

g for 4. Increased cost of rendering service must be passed on to the extent that 





a fair return will be realized, although inflation is a grave evil to be pre- 
vented if possible, p. 52. - 





Tates 














mn of 
iding Service, § 131 — Curtailment — Increased cost — Avoidance of inflation. 
1soli- 5. Service should not be generally curtailed as a move against inflation, 
tron when the cost of rendering service has increased, in order to yield fair re- 
hool turn without increasing rates, p. 52. 
: head Expenses, § 99 — Increased labor costs. 
a 6. The expense of increased labor cost must be passed on to the public 

his in the form of higher rates when there is a great increase in wage rates, 
this apparently in conformity with public policy, and no immediate prospect 
con- of any decrease in the cost of labor, p. 52. 
=f Valuation, § 104 — Accrued depreciation — Deduction of reserve. 

“ 7. The depreciation reserve accrued against fixed assets through charges 

oe to expense should be deducted from assets, in arriving at a rate base, when 





the amount is not less than the depreciation that has taken place, p. 53. 


Valuation, § 270 — Original cost of land. 
8. The original cost of land held for utility purposes should be added in 
arriving at a rate base, p. 53. 


Valuation, § 225 — Property on order but undelivered. 
9. Property on order but undelivered should not be included in the rate 
base when there is no evidence that the company has lost the use of money 
that will be required to pay for it; this property is not actually used for 
public utility purposes, p. 53. 


Valuation, § 290 — Working capital — Transit company — Deduction for out- 
standing tokens. 

10. No deduction from the rate base of a transit company should be made 
by reason of outstanding tokens where no addition is made to the rate base 
for cash working capital over and above materials and supplies, presumably 
because of the absence of any lag between the time service is rendered and 
the expenses incurred and the payment by the customer for such services 
and also because of ample tax accruals, p. 53. 




















Return, § 83.1 — Transportation company. 
11. A rate of return of not more than 6$ per cent was held to be appro- 
priate for a transit company, p. 54 


Rates, § 319 — Transit company — Zone fares. 
12. Continuance of transit operations under a uniform fare structure, with- 
out establishing higher fares for lines servicing areas beyond the closely 
built up portions of a city, was approved in view of the nature of com- 
munities served, type of passengers utilizing service, and operational diffi- 
culties in establishing a zone of extra fares, although the company could 
not be expected and should not be permitted to extend its lines indefinitely 

upon a single fare basis, p. 56. 
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Discrimination, § 95 — Uniform fares. 


Discussion, in dissenting opinion, of discrimination resulting from burden- 
ing urban riders in order that interurban riders may have service below the 
cost of service when an extra charge against long distance riders is readily 


collectible, p. 58.. 


(Lissey, Chairman, and Manary, Commissioner, dissent.) 


By the Commission: This matter 
comes before the Public Utilities Com- 
mission (hereinafter referred to as the 
“Commission” ) upon the petition of 
the Honolulu Rapid Transit Compa- 
ny, Limited (hereinafter referred to 
as the “Company”’) for an increase in 
its rates of fare. The petition of the 
Company was filed with the Com- 
mission on March 14, 1946, and hear- 
ings commenced on April 17, 1946. 
The hearings were continued from 
time to time until June 20, 1946. 

At the hearing on April 17, 1946, 
the Office of Price Administration was 
permitted to intervene as a party to 
the proceedings pursuant to the Sta- 
bilization Act of 1942, 50 USCA 
(App) § 961. 

During the hearings many witnesses 
were called and a number of exhibits 
were introduced including reports by 
the Commission’s auditor, Mr. E. L. 
Woodill, and by Mr. H. A. R. Austin, 
employed by the Commission for this 
matter as its engineer. Reports were 
also submitted on behalf of the Office 
of Price Administration. In the ex- 
amination of witnesses and the intro- 
duction of documentary evidence con- 
siderable latitude was granted the var- 
ious counsel in order that the Com- 
mission might have before it all the 
facts which in any respect might be 
material or revelant. 

[1] This is the first rate determina- 
tion of consequence to come before 
this Commission since the decision of 
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the United States Supreme Court in 
the case of Federal Power Commis- 
sion v. Hope Nat. Gas Co. 320 US 
591, 88 Led 333, 51 PUR(NS) 193, 
64 S Ct 281, decided January 3, 1944, 
The decision in that and subsequent 
United States Supreme Court cases 
has released this Commission from 
the former constitutional requirement 
that in all cases weight must be given 
to reproduction cost in the determina- 
tion of a rate base. That decision has 
caused our interpretation of the law 
with respect to determination of the 
rate base to change from that set forth 
in Decision No. 47, Re Hawaiian 
Electric Co. rendered February 19, 
1940, 33 PUR(NS) 161. In that 
decision we indicated that a change 
in the interpretation of the applicable 
constitutional law would call for a 
revision of the method of determining 
the rate base. 

In the decision on the matter pres- 
ently before us, in addition to the 
more specific findings, we will set 
forth some of the more general con- 
siderations that we feel may properly 
control in the light of the revised in- 
terpretation of constitutional law as 
reflected by the decision in the Hope 
Natural Gas Case, supra. We do not 
intend, however, to indicate that any 
one method, to the exclusion of all 
others, should be established by this 
Commission for the determination of 
rate bases of all utilities. We are 
cognizant of the possibility of individ- 
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ual cases requiring more weight to be 
given to other factors than set forth 
herein in order that a proper result and 
fair return be realized. What we say 
is stated as an indication of steps tak- 
en in keeping a flexible system of con- 
trol of a government-sanctioned mo- 
nopoly by the government-created con- 
trol agency. 

As we see it, the legislature, as a 
matter of public policy, has decided 
that services viewed as “public utili- 
ties” can best be rendered by private- 
ly-owned enterprises. Among the 
considerations that prompted this pol- 
icy was probably the belief that this 
method best fitted the general economy 
under which we operate, and that 
through private ownership and opera- 
tion there would prevail the inventive- 
ness, flexibility, initiative, etc., that 
characterizes competitive business. 
But, public utilities naturally tend to 
be and become monopolies and the 
Commission, as we see it, was created 
as a control body to see that the mo- 
nopoly position was not abused and al- 
so to see that services so important to 
the public welfare were conducted so 
as to best serve the public interest. 

[2] This concept leads us to the 
natural conclusion that we should so 
exercise our powers that adequate util- 
ity services may prevail at the lowest 
prices which under sound business 
economics will attract the necessary 
capital, managerial ability, and man- 
power into the enterprise and which 
will provide a return sufficient to as- 
sure confidence in the financial integ- 
rity of the utility, so as to maintain its 
credit and attract such capital. If we 
are successful in making the right de- 
termination that will attain this result, 
we are confident that the statutory re- 


51 


quirement that the rates shall be just 
and reasonable and yield a fair return 
on the property used and useful, and 
the franchise requirements of the 
Honolulu Rapid Transit Company, 
Limited, will be satisfied. 

While in our determination our 
chief reliance for specific facts will be 
on the record of the proceeding, we 
have gained a particularly advanta- 
geous point from which to view these 
facts through continuous observation 
of this Company over a period of 
years. The members of the Commis- 
sion, together with its staff, have 
viewed the operations of the Company 
and the conduct of the management 
closely for many years. The account- 
ing and engineering members of the 
Commission’s staff have observed the 
operations generally and have made 
investigations of detail upon their own 
initiative and upon the initiative of the 
Commission. A direct knowledge of 
the prior operations and past history 
of the Company is thus in mind and 
available as a background in viewing 
the Company’s estimated state of af- 
fairs. We have observed the manage- 
ment undertake certain things and 
then with the passage of time observed 
the degree of success, or possible fail- 
ure, that resulted, and the way the 
management reacted in either case. 
This is particularly true in the case 
of this Company where all but minor 
capital expenditures have been before 
us for approval before made, and also 
perhaps because of the financial and 
physical transitions through which the 
Company passed. 

Thus, as we view the utility proper- 
ty we have a quantity of actual knowl- 
edge as to whether or not it con- 
stituted prudent investment and when 
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we observe depreciation accruals it is 
with a knowledge of how accruals have 
met retirements in the past, and when 
we consider managerial efficiency it is 
with a knowledge of how effective past 
managerial actions have been. 

[3] Feeling as we do that the 
scheme of rendering the public utility 
service through a privately owned and 
managed property rests on prudent in- 
vestment and efficient management, 
and feeling that the organization of the 
Commission is well-adapted to a rea- 
sonable determination of these things, 
causes us to select them as the major 
factors upon which to place reliance 
for the determinations required for 
rate fixing. 

We will set forth findings as to rate 
base, fair rate of return, estimated 
costs and rates estimated to cover costs 
and return, and will consider the ef- 
fect of the return on dividends. Each 
of these subjects is related to the oth- 
er in that an examination of one must 
be made in the light of the others, and 
the result viewed as an integrated 
whole aimed at answering the question 
whether the return will make the ven- 
ture attractive to private enterprise. 


Relief from the necessity of deter- 
mination of the present fair value of 
the Company permits the establish- 
ment of rates that will fit the situation 
estimated to prevail in the immediate 
future with the possibility of prompt 
revision as changing factors indicate 


the need. In such revisions we will 
undertake to bear in mind, but not to 
over-emphasize, the merit of stable 
costs of essential services. 

[4, 5] We have welcomed the inter- 
vention of the Office of Price Admin- 
istration and feel that this interven- 
tion has been of material assistance in 
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arriving at the conclusion attained. We 
agree that inflation is a grave evil to 
be prevented, if possible, but to the ex- 
tent that the cost of rendering the 
service has increased, we feel it proper 
as a matter of sound regulatory prac- 
tice and mandatory by law to provide 
for passing on these costs to the extent 
that a fair return will be realized to 
the utility. 

We have considered and have re- 
jected the possibility of curtailing gen- 
erally the amount of service on the 
supposition that thereby a fair return 
might be yielded the Company without 
exceeding the rates in effect on Sep- 
tember 15, 1942. While it is probably 
true that such curtailment might be 
viewed as a move against inflation, we 
do not believe any such gains would 
offset the loss in public convenience. 

[6] We note particularly the great 
increase in wage rates, apparently in 
conformity with public policy, and we 
see no immediate prospect of any de- 
crease in the cost of labor. As this 
item constitutes something better than 
50 per cent of the total operating ex- 
penses of this Company, it is apparent 
that as the cost of labor increases this 
expense must be passed on to the pub- 
lic in the form of higher rates. 

Except where profits have been un- 
duly high prior to the increase in 
labor and other costs, or except as ef- 
ficiency of operation can be increased 
sufficiently to offset these increased 
costs, we observe that the allowance 
of a fair return requires price increases 
in the utility field. 


Rate Base 


Fixed Capital 
The fixed assets of the Company, 
exclusive of land, as of December 31, 
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1945, as shown in Exhibit 1, Table 5 
and Exhibit 3, is $5,077,881.46. 

We feel that the evidence shows 
conclusively and we find that the assets 
represented are used and useful in the 
public service. 

[7] The depreciation reserve as of 
December 31, 1945, accrued against 
these assets through charges to ex- 
pense, amounts to $2,166,277.16. 

We feel that this amount is not less 
than the depreciation that has taken 
place, and it should be deducted from 
the assets shown in arriving at a rate 
base. 

[8] We find that the original cost 
of land held by the Company for its 
utility purposes to be $266,095.11, and 
that this amount should be added in 
arriving at a rate base. 

We find that assets placed in service 
between December 31, 1945, and 
February 28, 1946, in the amount of 
$320,698.28 are to be viewed as used 
and useful, and that this amount 
should be added in arriving at the 
fixed capital element of the rate base. 
We also find that accrued depreciation 
during the same period should be de- 
ducted. 

On account of fixed capital we 
therefore have: 


Utility plant December 31, 1945 $5,077,881.46 
Less accrued depreciation on 


OF eee ee 2,166,277.16 
; $2,911,604.30 
Original cost of land (Add) .. 266,095.11 
Additions in January and Feb- 
ruary 1946 (Add) .......... 320,698.28 
. $3,498,397.69 
Less depreciation for January 
and February 1946 .......... 85,000.00 
een $3,413,397.69 


Materials and Supplies 
We accept the value of materials and 
supplies on hand February 28, 1946, 


as determined by the management, as 
required for the conduct of the service 
as a proper allowance in the rate base 
on account of this item. This amount, 
as shown by the record, is $607,- 
057.50. 

To the fixed capital portion of the 
rate base ($3,413,397.69) we there- 
fore add $607,057.50, arriving at the 
total rate base on February 28, 1946, 
of $4,020,455.19. 

[9] We make no inclusions of prop- 
erty on order but undelivered, both for 
the reason that the same cannot now 
be fairly considered to be “actually 
used for public utility purposes,” and 
for the additional reason that there is 
no evidence that the Company at this 
date has lost the use of the money that 
will be required to pay for the same. 
We also anticipate continuing observa- 
tion of this Company to determine if 
further fare adjustments are required 
either by reason of changes in the rate 
base or in revenues and expenses. 
While making no additions on ac- 
count of capital additions to be made 
during the balance of the year 1946 or 
during 1947, we make no deduction on 
account of depreciation reserve ac- 
cruals which will be made during such 
periods and which accruals will, to a 
considerable degree, offset the pro- 
posed expenditures. 

[10] We have made no deduction 
from the rate base by reason of out- 
standing tokens. As previously noted, 
we have accepted the value of materials 
and supplies on hand on February 28, 
1946, as a proper allowance in the rate 
base. Materials and supplies are in- 


cluded in rate base as a part of work- 
ing capital, working capital being an 
amount included in the rate base in ad- 
dition to amounts prudently invested 
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in land and equipment by reason of the 
fact that it is required to be provided 
by the stockholders of a public utility 
in order that the utility may function 
efficiently and meet its current liabili- 
ties. In addition to materials and 
supplies, working capital includes the 
amount of cash reasonably required to 
meet bills payable, payrolls and other 
expenses. This Company has request- 
ed no addition to its rate base by rea- 
son of cash working capital presum- 
ably because of the absence of any lag 
between the time the service is ren- 
dered and the expenses incurred and 
the payment by the customer for such 
services and also because of ample tax 
accruals. No additional amount is re- 
quired of the stockholders for this 
purpose. We do not believe that, be- 
cause the position of this Company is 
such that the sale of tokens prior to 


rendering the service gives the Com- 
pany more than enough cash to meet 
its current liabilities, any deductions 
from the rate base should be made on 
this account. 


Were we willing from time to time 
to write off certain portions of the lia- 
bility for outstanding tokens, we 
would prefer, in the absence of a more 
convincing showing to the contrary, 
to consider any such portions so writ- 
ten off as an adjustment to operating 
revenues. In our opinion, at least for 
rate-making purposes, the physical loss, 
if any, of tokens should be considered 
in determining the actual price paid by 
the public for the service and should 
not be treated as a donation by the 
public toward the purchase of Compa- 
ny assets, as might be the case of con- 
sumer contributions to defray the ex- 
pense of constructing extensions of 
electrical lines. See Re Hawaiian 


65 PUR(NS) 


Electric Co. (1940) 33 PUR(NS) 
161. 


Rate of Return 

[11] We find the cost of money to 
this Company of little assistance in ar- 
riving at an appropriate rate of return, 
In the period prior to 1940 the Com- 
pany was going through the transi- 
tion from rails to rubber. In the war 
period the Company benefited by wind- 
fall revenue. Thus in both periods 
the purchasers of securities must have 
heavily discounted current earnings. 

We turn to the cost of capital of other 
utilities and note that bonds are selling 
on 3 per cent yields or below, preferred 
stock at around 4 per cent and com- 
mon with upwards of a like amount of 
bonds and preferred stock having a 
preference on earnings selling on such 
a basis that earnings amount to as lit- 
tle as 5 per cent of the price. 

We note the continuing decline in 
the return demanded by investors in 
various types of securities over the past 
fifteen years ranging some 2 to 3 per 
cent. 

We note that the securities of “trac- 
tion companies” generally give a high- 
er rate of return than other utilities 
presumably due to the investors’ esti- 
mate of the additional risk. 

We find that a rate of return of not 
more than 64 per cent to be appro- 
priate. 

We note that 6.5 per cent of $4,- 
020,000 leaves approximately $1.14 
per share for the common stock after 
interest and preferred dividends, com- 
puting interest in accordance with the 
Company’s experience in 1946. 

We think that such earnings would 
be sufficient to maintain the market 
price at a level equal to or somewhat 
more than book value. After dis- 






















counting for various factors, such as 
lack of a free market, short-term 
fluctuations, etc., we would view the 
maintenance of such a market price of 
considerable significance with respect 
to the correctness of our rate of return 
determination. 


Operational Data 

This Company, since the ending of 
hostilities in the war against Japan, 
has undergone a violent transition in 
so far as its operations are concerned. 
The total number of passengers has 
dropped considerably, but even more 
important in the effect upon this Com- 
pany’s earnings has been the decided 
change in the character of the passen- 
ger load. We note that the peaks have 
become much shorter and sharper and 
the volume of traffic has fallen during 
the off-peak hours. We note that 
during peak hours on many lines the 
number of passengers using the Com- 
pany’s service to ride in the direction 
opposite to the general flow has rapid- 
ly declined. We also note that in order 
to give the community better service, 
the Company has extended its service 
until late in the evening. All of these 
trends have occasioned a serious drop 
in operating revenues without a cor- 
responding cut in operating expenses, 
and conversely increased items of ex- 
pense have not been offset by increased 
revenues. As previously indicated this 
Commission does not favor any ma- 
terial curtailment of service to the 
community in order to lower operat- 
ing costs. 

It is too early at this time to state 
whether the character of the passenger 
load -has as yet become stabilized. 
However, for lack of a better standard 
upon which to base its judgment, the 
Commission in determining the rev- 
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enues which may be anticipated in the 
future, has based its projections upon 
the Company’s experience during the 
months of January, February, and 
March of 1946. 

It is also impossible accurately to 
determine at this time what the Com- 
pany may expect in the way of operat- 
ing expenses during the ensuing 
months. 

It seems certain from the evidence 
adduced in this matter and from our 
general knowledge that there are many 
items of expense over which the Com- 
pany has no effective control which 
will increase in cost during the next 
few months. 

We feel equally certain that there 
are other charges that can be reduced 
through efficient management, and it 
is reasonable to expect that mainte- 
nance costs will be lowered in the near 
future. We also note that the Com- 
pany’s witnesses have stated that the 
maintenance charges, in so far as they 
reflect maintenance charges that nor- 
mally would have been incurred dur- 
ing the war years but which were un- 
avoidably deferred until now, should 
be charged against the Reserve for 
Contingencies Account established by 
the Company during the war period 
and not to operating expense. The 
testimony also indicated that it is rea- 
sonable to expect greater efficiency and 
economy in the operation of the Com- 
pany’s shops. However, the inability 
to determine the amount of various 
probable increases and decreases in op- 
erating expenses and the amount of 
maintenance charges deferred from 
previous years makes any accurate es- 
timate of expenses at this time im- 
possible. 

We have, for purposes of this deci- 
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sion in making estimates of anticipated 
operating expenses, adopted as a basis 
the experience of the Company during 
the months of January and February 
of 1946. The operating expenses to 
be anticipated during a 12-month pe- 
riod upon this basis amount to $5,- 
099,338.29. 

In view of the impossibility of ac- 
curate determination of operating re- 
sults at this time, and particularly with 
reference to the cost of labor and other 
expense items, the Commission has de- 
cided to reconsider the matter of fares 
and fare structure after an experimen- 
tal period of at least ninety days ei- 
ther upon motion of the Commission 
or of the Company. 


Fares and Fare Structures 

[12] Throughout these proceedings 
there has been before the Commission 
the possibility of establishing a sepa- 
rate and higher fare for the lines serv- 
icing the areas beyond the closely 
built-up portion of the district of 
Honolulu. The lines of the Company 
that would be affected by such a plan 
are the following: Kaimuki-Navy 
Housing; Waikiki-Navy Housing; 
Civilian Housing; Hickam-Fort 
Kamehameha; Airport; the Kuliouou 
section of the Kahala-Kuliouou line, 
and Red Hill. 

With few exceptions the Company 
has continuously provided a uniform 
fare schedule for its entire system. 
We feel that the Company cannot be 
expected and should not be permitted 
in the public interest to extend its 
lines indefinitely upon a single fare 
basis. 

We have considered the nature of 
the communities served by the Com- 
pany’s lines, the type of passengers 
utilizing this service, and the opera- 
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tional difficulties in establishing at this 
time a zone of extra fare for such lines, 
and find that it is in the public inter- 
est at the present time to continue op- 
erations under a uniform fare struc- 
ture for the entire system of the 
Company. We do not intend to be un- 
derstood as making this a final deter- 
mination, and should additional infor- 
mation or actual experience during the 
ensuing months make it seem desir- 
able, we will undertake to reconsider 
the advisability of such a fare structure 
at that time. 

Upon the basis of our findings with 
respect to rate base and rate of return, 
we find that the Company is entitled 
to earn as a fair return on its property 
now used and useful for utility pur- 
poses, the sum of $261,329.58 per an- 
num. 

In computing the revenues to be an- 
ticipated upon the fare structure here- 
by established we have, as previously 
stated, used the number and classifica- 
tion of passengers based upon the 
Company’s experience during Janu- 
ary, February, and March 1946, 
Projecting the figures of the first three 
months for a 12-month period, we 
find the estimated number of passen- 
gers to be carried during such period 
to be as follows: 

4,393,193 


59,620,558 
6,409,896 


Full fare 
Token fares : 
Half fares (school children) .... 


We find that a fair, proper, and ade- 
quate rate schedule to earn the Com- 
pany a fair return on its rate base to 
be as follows: 





at this 
h lines, 
| inter- 
ue Op- 
struc- 
»f the 
be un- 
deter- 
infor- 
1g the 
desir- 
isider 
icture 


with 
turn, 
titled 
erty 
pur- 


RE HONOLULU RAPID TRANSIT CO., LIMITED 


Token fare—5 tokens for ....seceee 

ee |. er ees eeeee 

Token fare—S tokens for 

With full transfer privileges on all connecting 
lines, subject to the Company’s rules relating 
to such transfers. 


The revenue and net income to be 
anticipated from such a fare schedule 
are as follows: 

Estimated 


Operating 
Revenue 


Estimated 

Number of 

Passengers 

Full fares .. 4,393,193 

Tokens .... 59,620,558 @ 

School fares 6,409,896 @ 4 
Transfers .. 23,963,734 
236,703 
56,808 


94,680,892 $5,511,359.78 
Revenue from other operations 30,000.00 


$5,541,359.78 
5,099,338.29 


$442.021.49 
185,649.03 


$256,372.46 


Income taxes have been estimated 
at 42 per cent of the net income before 
income taxes in conformity with esti- 
mates made by witnesses of the Com- 
pany and the Commission’s staff. 

It is realized that assuming a fair 
rate of return to be 6$ per cent, the 
estimated net income will fall approxi- 
mately $5,000 short of the desired 
amount. However, as the slightest 
variation from the full token fare of 
8 cents would have the effect either 
of producing in one case an exorbitant 
return, or in the other case an entire- 
ly insufficient return, the schedule spe- 
cified above is considered to be emi- 
nently fair both to the Company and 
the public which it serves. Particular- 
ly is this considered to be the case in 
view of the inadequate bases for the 
estimates of operating revenues and 
expenses upon which such computa- 
tions are based. We also anticipate 


Rate 


8¢  4,769,644.64 
256,395.84 


Estimated expenses (Ex. 1-A) 


Estimated income taxes (42%) 


Net Income ......- 


that the number of cash fares will in- 
crease in proportion with the require- 
ment that a greater number of tokens 
must be purchased at one time. 

As previously stated the difficulties 
of accurate estimation of operating 
statistics make any projections of ques- 
tionable validity. We feel that it is 
only through the experience of the 
Company during the next few months 
that sufficient data will be available to 
the Commission and to the Company 
for a reliable determination of operat- 
ing revenues and expenses and so of 
reasonable rates. The fare schedule 
established hereby is intended only as 
an interim measure until sufficient 
time has elapsed for a more complete 
analysis based upon additional experi- 
ence. 

An order conforming to this deci- 
sion will issue. 


LisBEy, Chairman, and MANAaRY, 
Commissioner, dissenting: This dis- 
sent differs with the majority decision 
on three issues: 

(1) That an urban transportation 
company should not give service to 
suburban communities, such as Pearl 
Harbor, at a price appreciably below 
the cost of the service, thus placing an 
undue burden of making up the loss 
upon the urban riders. 

(2) That a prudent investment rate 
base, which has been set forth as an 
appropriate rate base for the Compa- 
ny, contemplates a return on an invest- 
ment made by the investors and there- 
fore should not include a return on 
property acquired with funds obtained 
from prospective patrons through the 
advance sale of tokens. 

(3) That 6 to 6} per cent, with 
somewhat less or more for short peri- 
ods, if a workable fare combination 
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could not be devised to yield a return 
within that range, would constitute a 
fair rate of return. 


Extra Fares for “Runs” Beyond Built- 
up Sections 
To our knowledge and from the rec- 
ord (pages 472 to 476) a service from 
town to Pearl Harbor, as conducted 


by the Pearl Harbor Drivers’ Associa- 
tion from the Army and Navy YMCA 
into Pearl Harbor, without transfers, 
requires a fare of 15 cents or two to- 
kens for 25 cents. 

As to the operation of the Honolulu 
Rapid Transit Company, Limited, on 
lines extending beyond the build-up 
section we may compile the following: 


FOR FEBRUARY 1946 


Total Revenue 
Passengers 


Line 


Hickam-Ft. Kam 
Kaimuki-Kuliouou 

Red Hill 
Kaimuki-Navy Housing 
Waikiki-Navy Housing 
Civilian Housing 


It is to be seen that on a total 
monthly expense before taxes of $136,- 
321.69 a loss of $45,458.30 was in- 
curred. 

From Exhibit 41 it is to be seen 
that revenues must exceed expense 
before income taxes by some 9.1 per 
cent ($456,000 — $5,099,000) in or- 
der that an appropriate return will be 
realized. Thus, for the above lines to 
pay their way they would have to 
bring in a total of some $149,000 per 
month. They are currently realizing 
but some 61 per cent of this amount. 

The realization is 66} per cent of 
the cost before income taxes. In Jan- 
uary and February, with a 6% cents 
token fare, the trolley coach lines 
brought in 118 per cent of expenses 
before income taxes. 

If an extra fare were charged for 
runs beyond the built-up section on the 
Kaimuki-Kuliouou and Red Hill runs, 
and the Airport, Hickam and Civilian 
Housing lines were to run “express” 
from the center of town without ac- 
cepting transfers, an estimated $21,000 
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1,330,998 


Loss Prior 
to Taxes 


$2,362.26 


Total Revenue 


$3,810.09 
10,391.96 

4,748.22 

1,771.33 
28'936.76 
30,526.65 
10,601.38 


$90,863.39 $45,458.30 
per month additional revenue would 
be realized. This would still leave the 
revenue less than the expense, but it 
would have the effect of relieving some 
60,000,000 passengers per year on 
other lines from paying an extra half 
cent per ride. (Token fare of 7.5 
cents as per Exhibit 41 against the 
fare of 8.0 cents which has been de- 
termined as required without extra 
fares. ) 

This is the situation while the pres- 
ent ratio of riders on the urban and 
long runs prevails. As the Pearl Har- 
bor and Red Hill districts build up— 
and this area may be visualized as 
reaching out toward Aiea—the burden 
on the urban riders may be expected 
to increase. 

To burden the urban riders to the 
extent indicated in order that inter- 
urban riders may ride so much below 
the cost of rendering the service, when 
an extra charge against the long dis- 
tance riders is readily collectible, it is 
felt, amounts to undue discrimination. 

In addition to this point there are 
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RE HONOLULU RAPID TRANSIT CO., LIMITED 


long-term aspects which indicate that 
good public policy requires the change 
to extra fares be effective at this time. 

(1) The change should be made 
now before the economy of the area 
builds up around a single fare, since a 
change after such economy has been 
built up would work undue hardship. 

(2) In so far as it is next to im- 
possible to accurately estimate what an 
extra fare would bring in in the way of 
revenue, now is the time to make the 
change and actually find out by experi- 
ence. A deficiency in the estimated re- 
turn would have but little effect upon 
the Company’s surplus at the end of 
this year because of its present finan- 
cial position and the “carrying back” 
in respect to taxes. 

(3) If it is desirable that the outly- 
ing districts should be served by the 
same system that serves the urban 
area—and it is believed that it is— 
then the change to an additional fare 
should be made since the uncompen- 
sated costs will be an obstacle to the 
extension of lines beyond their pres- 
ent limits as the areas build up. 

(4) There is a point at which an 
increase in fare will drive away so 
much patronage that the increase will 
not yield additional revenue. This 
point in the 1935-1938 period was be- 
lieved to be reached with a 7} cents 
fare. With inflation the fare at which 
the point will be reached has doubt- 
lessly increased, but some such point 
is still there. If, and when, further in- 
creases are required, the point will be 
reached more quickly with the bulk 
of the riders paying an increased 
fare to make up the loss of the long 
lines. 

It is thus felt that from a long term 
point of view, good public policy re- 


quires that an extra fare for the long 
runs be placed in effect at this time. 


Reduction in Rate Base on Account of 
Outstanding Tokens ¥ 
Evidence is before us that the pur-. 

chasers of tokens have advanced some 
$335,000 that is available for the Com- 
pany to use for the purchase of ma- 
terials and supplies, thus relieving the 
investors in Company securities of ad- 
vancing a like amount. 

While this could be a consideration 
in arriving at the rate of return or a 
consideration of estimated revenue— 
if we were willing to write off certain 
portions of the account as a liability— 
it may be handled more positively as 
a deduction from assets in arriving at 
a rate base. Certainly a prudent in- 
vestment rate base does not contem- 
plate a return on capital that the in- 
vestors did not advance. Neither does 
equity or justice. It is therefore felt 
that a deduction in the rate base oth- 
erwise arrived at should be made in 
an amount approximately equal to the 
liability on account of outstanding 
tokens. 


Rate of Return 

While the securities of “traction 
companies” generally appear to take 
a higher rate of return than other util- 
ities, presumably because of additional 
risk, it is to be noted that the Honolu- 
lu Rapid Transit Company is now a 
bus company without large invest- 
ments in undepreciated rights of way, 
ballast, etc., in track, cars, and other 
obsolete equipment. Quite the reverse 
is true. Land and buildings could 
probably be liquidated at book values. 
The remainder of the fixed assets con- 
sist chiefly of busses with short life 
which practically eliminates the obso- 
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lescence factor and permits the Com- 
pany to hold the investment risk to a 
minimum. The character of the prop- 
erty may always be maintained closely 
adapted to the service it is called upon 
to render. Assuming prudent and ef- 
ficient management and a prudent in- 
vestment basis for rate determination 
the only thing that would interrupt a 
fair return for an appreciable period 
would be for the cost of the service to 
exceed the value. Should such a situa- 
tion show signs of developing, the 
nature of the property permits the 
withdrawal of elements of fixed capital 
gradually. 

In view of the impracticability of 
small changes in revenue through 
small changes in rates because the dif- 
ference between practical fare changes 
will make relatively large changes in 
net income, there will be periods when 
the return is either above or below 
nominal, If this range is held within 
or close to 6 or 64 per cent, it should 


be adequate to attract the required cap- 
ital into the enterprise. 


Order 


Pursuant to Commission’s Decision 
No. 82 in the above entitled matter, it 
is hereby 

Ordered: That said Honolulu Rapid 
Transit Company, Limited place in 
effect as of July 1, 1946, the following 
schedule of rates of fare, viz: 


(1) On All Gasoline Busses and Trolley 
Coaches 
Cash fare 
Token fare—5 tokens for 
(2) On All Gasoline Busses and Trolley 
Coaches 
School fare 
20 cents 
(3) With full transfer privileges on all con- 
necting service lines, subject to the 
eens rules relating to such trans- 
ers. 
(4) With special fares for others, or special 
service, as may be approved by this 
Commission. 


This order supersedes Commis- 
sion’s Order No. 427 dated June 24, 
1943. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Central Missourt Telephone Company 


Case No. 10,723 
June 24, 1946 


P 


ETITION of telephone company for modification of order relat- 
ing to credit for earnings of depreciation fund; denied. For 


earlier order see (1945) 63 PUR(NS) 129. 


Depreciation, § 41 — Income on reserve funds. 
An order requiring that, in rate making, income on depreciation funds at 
3 per cent be applied to reduce charges to operating income should not 
be modified on the ground that the depreciation reserve is represented by 
cash, special cash deposits, working funds, and materials and supplies and 
that no earnings have accrued upon the funds constituting depreciation re- 
serve, where it is agreed that materials and supplies and cash working capi- 
tal are elements of the rate base, the company has not maintained a segre- 
gated depreciation fund but has deposited all cash in the same bank account, 
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RE CENTRAL MISSOURI TELEPH. CO. 


and it is not explained how the company was able to allocate all additions 
to the expenditure of surplus funds rather than depreciation funds. 


By the CoMMISSION : 

Supplemental Report and Order 

On December 28, 1945, 62 PUR 
(NS) 129, the Commission entered its 
original order in this case, requiring, 
among other things, that in the proc- 
ess of determining the reasonableness 
of rates for service, income should be 
determined on the depreciation funds 
of gas, electric, water, telegraph, tele- 
phone, and heating utilities pertaining 
to their properties used and useful in 
the public service in Missouri, and 
such income should be applied in re- 
duction of the annual charges to op- 
erating income of such utilities. For 
this purpose such income should be 
computed at the rate of 3 per cent per 
annum of the principal amount of such 
depreciation funds. The order further 
required that the rate of 3 per cent per 
annum should be applied in each case, 
provided, however, that modification 
of such rate could be made upon the 
Commission’s Own motion or upon 
proper showing by a utility that such 
rate was not reasonably and equitably 
applicable to it. The effective date of 
the order was January 31, 1946. 

On May 10, 1946, the Central Mis- 
souri Telephone Company, a Missouri 
telephone corporation with principal 
offices at Warrensburg, Missouri, 
hereinafter sometimes referred to as 
the Company, filed a petition stating 
that the depreciation reserve was rep- 
resented by cash, special cash deposits, 
working funds, and materials and sup- 
plies and that no earnings had accrued 
upon the funds constituting its depre- 
ciation reserve and requesting the 
Commission to modify the provisions 


¥ 


61 


of the original order in this case as 
such provisions were not reasonably 
and equitably applicable to it. 

A hearing on the application was 
held in Jefferson City, Missouri on 
June 7, 1946 at which time all in- 
terested parties were given an oppor- 
tunity to be heard and the case was 
submitted on the record. 

The Company introduced evidence 
purporting to show that for the past 
ten years its depreciation reserve has 
consisted of cash, special cash depos- 
its, working funds, and materials and 
supplies, none of which has been in- 
vested in such a manner as to yield 
any monetary returns due to the fact 
that its average cash, special cash de- 
posits, working funds, and materials 
and supplies had exceeded its depre- 
ciation reserve during this period. 

The witness, who is the comptroller 
of the Company, admitted that at De- 
cember 31, 1945, the Company records 
showed depreciation reserve, $166,- 
179.00; earned surplus, $379,060.61 ; 
taxes accrued, $13,310.65; accounts 
payable to affiliated companies, $1,- 
228.05; other accounts payable, $7,- 
189.99; customers’ deposits, $351.95 ; 
advanced billings and payments, $587.- 
10; and other current liabilities, 
$6,212.60; a total of $574,119.95. 

The witness also admitted that all 
of these items represented receipts of 
cash prior to December 31, 1945. 
The balance sheet at the same date 
showed cash in banks, $71,523.24; 
special cash deposits, $771.07; work- 
ing funds, $1,065.00; temporary cash 
investments, $235,000.00; and ma- 
terials and supplies, $27,267.35. The 
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witness admitted that on December 31, 
1945, the cash on hand in banks was 
less than half of the balance in the de- 
preciation reserve. The total of all 
of the items which the Compatyy’s peti- 
tion claims comprised the total of its 
depreciation reserve was $100,626.66. 
The items included in the above com- 
putation are cash in banks, special cash 
deposits, working funds, and materials 
and supplies. 

The witness admitted that he could 
not claim to have the depreciation re- 
serve fund on hand in cash or in the 
other cash equivalent which was speci- 
fied in the petition. In justification 


for the deficit in cash the witness called 
attention to the fact that one month 
prior to December 31st the Company 
had invested $235,000 of its cash in 
United States Treasury Certificates. 


He admitted, however, that this cash 
was no longer on hand and that it was 
earning a return. The witness stated 
that this was the only time when the 
cash on hand had not exceeded the 
balance in depreciation reserve but, 
upon questioning, admitted that the 
same condition existed December 31, 
1944, the date of the last annual report 
which the Company had filed with 
this Commission. 

The witness agreed also that ma- 
terials and supplies and cash working 
capital are elements which are con- 
sidered by the Commission in arriving 
at a base upon which the Company 
may establish its rates for service to 
consumers and that the Company was 
now charging rates upon a base of 
this nature. He then agreed that this 
portion of the cash which the Com- 
pany had was earning a return under 
the rates now in effect. 

Witness further agreed that all cash 
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on hand was used by the Company 
whenever it was needed for any cor- 
porate purpose and that no attempt 
was made to expend only those funds 
which were derived from cash sources 
other than the depreciation reserve. 

Under questioning the witness ad- 
mitted that all of the $574,119.95 
would be on hand if various require- 
ments of the Company for cash had 
not made it necessary to expend por- 
tions of it and that it was no more 
logical to contend that the $71,523.24, 
which was on hand in banks, repre- 
sented depreciation reserve funds than 
it was to contend that this amount rep- 
resented earned surplus funds. He 
admitted the Company does not at- 
tempt to maintain a segregated depre- 
ciation fund and that all cash received 
is deposited in the same bank accounts 
and is used for all purposes for which 
the corporation may require cash, and 
that he could not prove, nor logically 
support, the claim that the cash on 
hand represented only depreciation re- 
serve. 

An exhibit which was submitted 
by the Company states that its depre- 
ciation reserve is used solely for re- 
placements and that all additions to 
its telephone plant have been made 
from its earned surplus due to the fact 
that its earned surplus has increased 
$193,330.68 between January 1, 1936, 
and December 31, 1945, whereas its 
telephone plant has increased $61,- 
768.71 during the same period. At 
January 1, 1936, Exhibit A, which 
was submitted by the Company, shows 
the depreciation reserve balance to be 
$99,639.04. The balance sheet for 
December 31, 1945, which was fur- 
nished and submitted in evidence by 
the Company, shows the depreciation 
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reserve balance to be $166,179. No 
explanation was made by the witness 
or in the exhibit to show how the 
Company was able to allocate all of 
the additions to the expenditure of sur- 
plus funds rather than the expenditure 
of depreciation funds. The increase in 
each case was in excess of the ad- 
ditions in telephone plant and it would 
be just as logical to assume that the 
additions had been made from depre- 
ciation reserve funds as it is to assume 
that the additions were made from 
surplus. 

The attention of the witness was 
called to the language of the Commis- 
sion in arriving at the determination 
of the rate of 3 per cent per annum on 
the balances in the depreciation reserve 
account, as stated in the Report and 
Order in this case (62 PUR(NS) 
129, 138). The Commission said, 
“taking into consideration the fact 
' that the utilities at times, varying with 
economic conditions, are not able to 
invest depreciation reserve funds in 
income producing assets, we are of the 
opinion that an appropriate interest 
rate for use in determining the income 
from the investment of moneys in de- 
preciation funds to be applied in the 
rate-making process in reduction of 
the utilities’ allowable return is 3 per 
cent per annum.” (Italics applied.) 
The witness admitted that this was 
the condition in the Company and that 
this condition had been considered in 
fixing the 3 per cent rate. 

The Commission, having examined 
the evidence, is of the opinion that 
the condition that exists with respect to 
this Company is not unusual and was 
given consideration by the Commis- 
sion in fixing the rate of earnings of 
3 per cent on the depreciation reserve. 


The evidence shows that of the $574,- 
119.95 of cash received from all 
sources including the depreciation re- 
serve only $73,359.31 representing 
cash, working funds, and special cash 
deposits was on hand at December 31, 
1945, and was not earning interest. 
The temporary cash investments of 
$235,000 are invested in government 
securities and are earning a return. 
Also materials and supplies of $27,- 
267.35 are not a cash item and an 
allowance for this type of tangible 
property is a part of the Company’s 
rate base. On the basis of the ratio 
of the depreciation reserve to the total 
sources of cash it does not seem logical 
to assume that more than 30 per cent 
of the $73,359.31 can be attributed to 
the depreciation reserve. Another 
factor which the Company ignored is 
that in fixing the rate base, along with 
the allowance for materials and sup- 
plies, the Commission allows an 
amount for cash working capital for 
the purpose of compensating the Com- 
pany for the necessity of providing 
cash to meet current operating ex- 
penses in advance of the collection of 
the revenue earned by such operations. 
This allowance would probably be in 
the neighborhood of $15,000 and this 
amount should be deducted from the 
cash on hand when attempting to de- 
termine the amount of idle cash not 
earning a return. Thirty per cent of 
this remainder or $58,359.31, or $17,- 
507.79, seems to be the maximum of 
cash from the depreciation reserve 
which might logically be claimed was 
not earning a return at December 31, 
1945. 


The cash position of this company 
is not unusual especially at this time 
as a result of shortages of material, 
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which condition as we have previous- 
ly noted was carefully considered when 
the rate of 3 per cent was fixed. In 
this case the Company has not made 
a reasonable showing that it is not 
earning a return on its depreciation 
reserve funds or that its condition is 
materially different from the average 
condition which was considered in fix- 
ing the 3 per cent rate, and that the 
rate of 3 per cent is excessive and 
should not be applied. The prayers 
of the Company in its petition will be 
denied. 

Commenting further, the Com- 
pany’s position seems to be based up- 
on its claim that it maintained a seg- 
regated depreciation reserve fund 
which it did not use in its day-to-day 
operations and that it therefore could 
not earn any return upon this fund. 
The evidence disclosed, however, that 
these contentions were not true and 
that it did not have such a segregated 
fund and that it did earn a return 
upon the major portion of the deprecia- 
tion reserve funds. If the Company 
desires to set aside in a separate bank 
account an amount of cash equal to 
the balance in the depreciation reserve 
account and use this cash only for the 
purpose for which depreciation is pro- 
vided, the Commission would have no 
objections. If such action is contem- 
plated the Company should apply to 
the Commission for authority to do so 
at which time we will prescribe the 
manner in which the fund should be 
accounted for and the manner in 
which earnings on this fund should 
be treated in order to comply with 
the Public Service Commission Law. 

It is, therefore, 

Ordered: 1. That the petition of 
the Central Missouri Telephone Com- 
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pany requesting a modification of the 
provisions of the original order in his 
case pertaining to the establishment of 
the rate of return of 3 per cent on the 
balances in the depreciation reserve ac- 
count be and the same is hereby de- 
nied. 

Ordered: 2. That this order shall 
take effect ten days after the date 
hereof and that the secretary of this 
Commission shall forthwith serve 
certified copies of this order on all in- 
terested parties who shall notify the 
Commission before the effective date 
of this order in the manner prescribed 
by § 5601, Revised Statutes of Mis- 
souri, 1939, whether the terms of this 
order are accepted and will be obeyed. 

Osburn, Chairman, Williams, Hen- 
son, and McClintock, Commissioners, 
concur. Wilson, Commissioner, not 
voting. 


Witson, Commissioner: I desire 
the record to show that I have not 
voted on the foregoing supplemental 
report and order. In a dissent from 
the report and order of the Commis- 
sion dated December 28, 1945 (62 
PUR(NS) 129) in the original case 
No. 10,723, entitled Re General Order 
No. 38-A, No. 10,511, Nos. 10,515 to 
10,558, inclusive, and No. 10,560, my 
views upon the propositions involved 
in the so-called General Order No. 
38-A were stated. I know of no rea- 
son why those views should be changed 
now. In order to avoid the appear- 
ance of acquiescing in the original 
order in this case, which for the rea- 
sons I have heretofore stated I con- 
sider invalid, and because I do not 
think an outright dissent is in order 
here, I am declining to vote in this 
proceeding. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities ; similar information relating to 
government owned utilities; news concerning products, 
supplies and services ta by manufacturers; also 


notices of c 


Mississippi River Fuel Corp. to 
Enlarge Facilities 


Maen River Fuet Corporation, St. 
Louis, Missouri, plans to add to its ex- 
isting pipeline system approximately 265 miles 
of 22-inch loop line, about 14 miles of 12-inch 
loop, a 10-inch manifold crossing of the Missis- 
sippi river, and to install an aggregate of 10,400 
h.p. of compressor units at its eight compressor 
stations. Total cost of the facilities is esti- 
mated at $11,605,628. 

The additional facilities will increase the 
sales capacity of the company’s system from 
133,000 McF to 183,000 mcr daily. Mississippi 
River Fuel’s principal market for natural gas 
is the St. Louis area where the gas is sold di- 
rectly to industrial customers and to local dis- 
tributing companies. The distributing com- 
panies use the natural gas to make mixed gas 
for distribution. Mississippi River Fuel also 
sells to five other distributing utilities for resale 
for ultimate public consumption and directly 
to industrial customers on both a firm and an 
interruptible basis. The distributing companies 
to which the company sells natural gas are 
Laclede Gas Light Company and The St. Louis 
County Gas Company in the St. Louis area; 
Illinois Power Company and Union Electric 
Power Company, both in Illinois; Missouri 
Natural Gas Company; and Arkansas Louisi- 
ana Gas Company and Arkansas Power & 
Light Company 


$2,332,400 Program Planned by 
Elizabethtown Consolidated Gas 


| ig em pecncyo (N. J.) Consotmpatep Gas 
Company has a $2,332,400 construction 
program of which it is estimated $642,900 will 
be spent during 1946. Included in this program 
are the installation of a 9-foot water gas set 
complete with boiler, coal handling equipment, 
and other auxiliary equipment at a cost of $1,- 
005,000, and a new gas holder at a cost of 


$1,000,000. 
“Shop Talk” 


HE simplest and most economical methods 

of maintaining both prewar and current 
models of Metro all-steel double-capacity de- 
livery bodies, which are supplied only on Inter- 
national trucks, are explained and illustrated 
in a new “Shop Talk” just issued by Interna- 
tional Harvester’s motor truck division. 

The illustrations are mostly photographic, 
but the drawings and exploded views are so 
elemental that newcomers to body maintenance 
can follow them without the guidance of an 


Mention the a identifies your inquiry 


es in personnel. 


engineer. Another reason for the simplicity of 
the instructions is the recognition that there 
are occasions today when users of one or two 
trucks are obliged to make their own body re- 
pairs to avoid long lay-ups of trucks due to 
the excessive demands on body shops because 
so many trucks are over age. 

Copies of “Shop Talk” are available to inter- 
ested readers upon request from the service 
section, motor truck division, International 
Harvester Company, 180 North Michigan 
avenue, Chicago 1, Illinois. 


Cleveland Elec. Illum. to Spend 
$30,000,000 On Expansion 


(ae E.ecrric ILLUMINATING CoM- 
PANY announced recently plans to spend 
$30,000,000 in the three years 1947 to 1949, in- 
clusive, on new construction to supply increased 
demands for electric service in the Cleveland- 
northeast Ohio area. 

Elmer L. Lindseth, president, said the com- 
pany had just placed an order for a 90,000- 
kilowatt generator as the first major project in 
the program. The turbo-generator and boiler, 
together with housing for them, transmission 
lines, and accessories, will require an invest- 
ment of $12,000,000. 

The entire expansion program is based on 
commitments from 150 industrial concerns to 
invest more than $170,000,000 in factories in 
the Cleveland area in the next few years, as 
well as on studies of work necessary to meet 
needs which accumulated during the war. A 
third of the $9,000,000 construction program 
planned for 1946 has been delayed until next 
year by shortages of electrical equipment. 


Norwalk Valve Buys Connelly 
Governor & Valve Business 


HE CONNELLY IRON SPONGE & GOVERNOR 

Company has sold its regulator, check 
valve, and apparatus business, including all in- 
ventory, equipment, patents, and goodwill, to 
Norwalk Valve Company of South Norwalk, 
Connecticut. 

Andrew Dolfini, who has been production 
manager for Norwalk Valve Company for the 
past three years, was formerly in charge of 
valve and governor manufacturing for Con- 
nelly Iron Sponge and Governor Company for 
many years. He will continue in charge of pro- 
duction. G. A. Anderson will be in charge of 
engineering and sales. He is a chemical en- 
gineer, trained at the University of Wisconsin, 
and was superintendent of the gas department 


(Cont'd. on page 34) 
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SILENT HOIST & CRANE CO. 


Pioneer Mfrs. of Equipment 
For Public Utilities 


KRANE KAR Swing Boom Mobile 
Crane speeds up Materials-Handling 
. « - it lifts, transports, positions loads 
of any size or shape up to 10 tons— 
reels of cable, poles, transformers, 
etc. Also for maintenance and con- 
struction at power plant or in 
distribution system. 


Ask for 
Catalog 
No. 58 





TRUCK WINCHES: Capstans; 
Single or Double Drum, Jaw 
Clutch, Keyed and Friction 


Clutch Winches, 2,000 to 50,000 | “ta 
| been received from the Natural Gas Pipeline 


| Company of America, Chicago. 


Ib. Capacities. 
Ask for Catalog No. 60 
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UNLOADS FROZEN COAL 
IN 1/2 THE TIME, WITH 1/7 THE LABOR | 


| ginia area. 


MODEL 
TWWwXx 
COAL 
SLICER , 
HOIST 


All controls in cab on 
Cae een 
“= me om oy SEER, by one man! Coal Slicer 


ih. S25 = Ph. 
*_ 


loosening it from every 


7 NZ 
& Hii xX \ nook and cranny of hop- 
=o. per to flow freely out the | 
: a hopper bottoms. One unit | 


apt 


unloads 100 cars of frozen 
coal in one day! Installa- 
tions at Rochester Gas & 
Electric, Metropolitan Edi- 
son, Hudson Fuel, Berwind 
White, ete. Ask for Illus- 
trated Bulletin No. 53. 


GE «877-63rd St., Brooklyn 20, N. Y. 








overbridge are operated | 


Ber is suspended from | 
TWWX Hoist on bridge. | 
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for the Wisconsin Public Service Corporation 
at Sheboygan, Wisconsin, from 1922 to 1945, 
W. L. Lyon, president of Gas Consumers As- 
sociation, will be general manager. 

Norwalk Valve Company, which was op- 
erated for a short time as a division of Allied 
Control Valve Company, has returned to its 
original owners and is now operated by Gas 
Consumers Association. Established in 1878, 
three years after the Connelly company, Gas 
Consumers Association operates Gas Con- 
sumers Service in the principal cities of the 
United States. The combined business will be 
operated from the Norwalk Valve Company 
building at 33 Railroad avenue, South Nor- 
walk, Connecticut, with the codperation of Gas 
Consumers Service branches. 


To Provide Over 110,000 Horse- 


power on Five Pipelines 


sapere of 98 engines with a total capac- 
ity of more than 110,000 horsepower for 
pipeline use is under way in the two plants of 


| The Cooper-Bessemer Corporation, following 


the receipt of orders from five pipeline com- 
panies, Stanley E. Johnson, general sales man- 


| ager, announced recently. 


An order for 14 of the company’s engines, 
with a total capacity of 18,200 horsepower, has 


El Paso Natural Gas Company, El Paso, 


Texas, has ordered 24 GMV type engines with 


a total capacity of 22,800 horsepower. 

The Tennessee Gas and Transmission Com- 
pany will also add 10 more Cooper-Bessemer 
GMV type compressors and 15 type 26 hori- 
zontal engines to its cross-country line which 
furnishes natural gas to the Ohio, West Vir- 


The Northern Natural Gas Company has 
ordered 19 more horizontal type engines which 


will add 17,400 horsepower to the line. 


The Venezuelan pipeline has ordered 12 LS 
8-cylinder engines to power two pumping sta- 
tions, and four units which will drive genera- 


| tors in its main power plant. 


$7,000,000 Project Proposed 
By Narragansett Elec. 


A $7,000,000 project calling for the installa- 
tion of a new steam turbo-generator with 
alterations to its Manchester street plant to 
house it and the construction of coal unloading 
facilities with a conveyor system adjacent to 
the plant was announced recently by the Nar- 
ragansett Electric Company, Providence, R. I. 

The prospect of an unparalleled demand for 
electricity has necessitated placing an order 
for the new generator, which will not be in 
operation for three or four years, Walker 
Mason, executive vice president of the Nar- 
ragansett company explained. At the present 
time the company is completing installation of 
a generator, similar to the one on order, which 
will be in operation next year. This generator, 
plus an addition to the plant at Manchester 


(Cont'd. on page 36) 
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“ON THE MARCH’... Double Time 


by the Long Island Lighting System 
Companies is well underway. A new 
gas set will go into operation this fall 
at the Bay Shore Works, and several 
new purifiers are already in use. 


On Long Island GAS certainly is on 
the march to a new peak of popu- 
larity as the ideal fuel for cooking, 
water heating and house heating—and 
at double time too. 


In fact, so many thousands of new 
homes are being built that it is a great 
problem to get enough equipment to 
keep pace with the unprecedented de- 
mand. 


The program of gas plant enlargement 


Plans are already being drawn up for 
additional plant and distribution ex- 
tensions so that there may be an even 
wider use of gas to promote better 
living for more homes in the years 


ahead. 


LONG ISLAND LIGHTING COMPANY 


Nassau and Suffolk Lighting Company 
Queens Borough Gas and Electric Company 














INDUSTRIAL PROGRESS—( Continued) 





street to house it and a steam boiler, embraces 
an expenditure of $4,500,000 

he two new installations will necessitate ad- 
ditional coal storage areas, so new unloading 
and storage facilities are being planned for the 
waterfront. A conveyor system will be installed 
to carry coal from storage spaces there tq the 
Manchester plant proper. 


United States Utilities Order 
Ripley “Sunswitch” 


HE RIPLEY Company, INc., has received 
orders from more than 70 major utility 
systems in the United States for its newly de- 
veloped electronic lighting control known as 
the “Sunswitch,” according to an announce- 
ment by L. R. Ripley, president of the company. 
The control has been especially developed to 
actuate a switch in accordance with the rise 
and fall of natural illumination. Utilizing a 
sensitive photo-electric cell, “Sunswitch” will 
automatically turn street lights “on” or “off” 
depending on the amount of daylight. To pre- 
vent intermittent interference from lightning, 
stray lights, passing clouds, etc., a time delay 
of 20 seconds is provided in operation. 
This new switch is one of the electronic 
products being manufactured at Ripley’s re- 
cently acquired Deep River, Connecticut, plant. 


$2,300,000 Program Under Way 
M' rc NTAIN FueL Suppty Company has in 


progress a hasaneaaned construction pro- 


gram. Included in the program are the installa- 
tion of producing, distribution and gathering 
facilities in Utah and Colorado. 


To Spend $7,000,000 on Atlanta 
Transportation Service 


T HE GeorGIA Power CoMPANY has an- 
nounced a $7,000,000 program for the ex- 
pansion of its transportation services in Atlanta 
and immediate environs. It hopes to have all 
oar improvements in operation by the end of 
1947. 

Plans call for the early elimination of most 
of the street car lines of the city and the substi- 
tution of a combination of trackless trolleys 
and bus lines. 


Buffalo Niagara Electric Corp. 
Plans $9,000,000 Expansion 


5 F-- BuFFALo NIAGARA ELEctric Corpora- 
TION recently announced that it would 
build a $9,000,000 addition to its Charles R. 
Huntley steam electric generating station. 

A. T. O'Neill, president, said the new power 
unit, which is expected to be in service by 
December, 1948, would add 80, 000 kilowatts of 
rated. capacity to the company’s 60-cycle gen- 
erating facilities. 

Describing the project as “part of a long- 
range program of the Niagara Hudson sys- 
tem to keep pace with the growing demands 
for power,” Mr. O’Neill said the addition 
would give the Huntley station an installed 
capacity of 625,000 kilowatts. 











REGULATORS 





FOR ALL GAS APPLIANCES 


—An all aluminum regulator with corrosion resistant internal 
parts. os light in weight; easy to handle and inexpen- 


sive to ship. High capacity wi 


close regulation at all 


pressures the H-M Regulator is known for long life and 


practically trouble-free operation. 


FACTORY TESTED AND 


SEALED AT CUSTOMER'S DESIRED SETTING 


Produced complete by THERMAC from foundry to final assembly, 
each unit is factory tested and sealed. Additional orders now 
being accepted. Literature and quotations upon request. 


1—LOW SHIPPING WEIGHT 4—LOW MAINTENANCE 


2—HIGH CAPACITY 
3—CLOSE CONTROL 


5—FACTORY TESTED 
6—APPROVED BY A.G.A. 


H-M Low Pressure Gas omer 
Sizes from % in. te 1¥e in 


THERMAC COMPANY 
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CARING FOR 


OVER 600,000 
MICHIGAN CUSTOMERS 


It is our responsibility to supply gas to many 
Michigan communities, widely divergent in size but 
with this in common—they all want more and more 
gas., For the communities we supply, our plans 


include abundant gas and finest service at lowest cost. 


To all AGA members, greetings and best wishes. 


MICHIGAN CONSOLIDATED GAS COMPANY 
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CLEVELANDS 


..- BUILT TO DELIVER PEAK PERFORMANCE 





CLEVELAND PIONEERED FEATURES THAT 
ASSURE THIS DEPENDABLE PROFIT-MAKING 
PERFORMANCE ON ALL TYPES OF JOBS ARE: 


@ Unit Type Construction @ Transmission Controlled 


Speeds @ Trailer Mobility @ Flush-Mounted Buckets 


@ Welded Steel Fabrication @ Full Crawler Mounting 


THE CLEVELAND TRENCHER CO. 


207@0. St. CLAIR AVENUE °° CLEVELANG 17, OHIO 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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The Gent of Them All More Popular Than Ever 


“IMBIA 
(oLu ~~ re With Home Owners and Utilities 
GAS BURNERS 


+p eS a ee S = Model PZE 
Warm Ai Furnaces “@& a , = 
Hot WATER 
STEAM AND VAPoR BoILers 


The popularity of this burner has grown by 
leaps and bounds. Dealers say . . . We install 
it and forget it because it seldom requires 
servicing. 


Owners like it because it simplifies the problem of 
converting to gas . . . has Tamper-proof Controls 

- is quiet in operation. Performs perfectly with 
natural, manufactured or mixed gas. 


See the Complete Line 


0 at the A. G. A. Show 
\=) ... Atlantic City 


Booth 735 
THE COLUMBIA BURNER CO. TOLEDO, OHIO 














EE METS BESTOS 


The PERFECT Gas Vent and Flue Pipe 


To provide the complete protection every gas ap- 
pliance installation requires, specify METALBES- 
TOS! For METALBESTOS safeguards against fire 
hazards and leaking gas . . . prevents destructive ac- 
tion of condensation ... provides greater efficiency 
of gas appliance, and furnishes most satisfactory draft 
conditions. 

METALBESTOS consists of a commercially pure 
aluminum pipe assembled within a galvanized steel 
casing one inch larger than the inner pipe. Supplied 
in 3 ft. and 10 ft. lengths both round and oval. Con- 
tact your jobber today and 


phat encod WILLIAMS- 
VUNG Nel - 
COMPANY 


eich MR atte CAN FRANCISCO 7, CALIFORNIA 


Laboratori 
Building Code. 





nt) 
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to suit any size 
or type of business 


@ ROBERTSHAW THERMOSTATS 
@ RUGGED DURABLE BASKETS 
© PROMPT DELIVERY 


DEEP SEA FRYERS 


wae I Square | From the Counter Model to the 18” 

. Square Twin, Deep Sea Fryers are 
designed to turn out perfectly fried 
foods in volume for all types of estab- 
lishments. 


SPECIALITIES APPLIANCE CORPORATION 


Oldest Exclusive Manufacturer of Fryers 
— 345-A EAST OHIO STREET CHICAGO 11, ILLINOIS 
10” x 11” 
Counter Model 


"x 11” Modet 14” Square : 20” x 20” Heavy Duty 
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Serving CENTRAL South Carolina 


Producing and distributing electricity for homes, farms, commercial 
establishments, and industrial plants in all or part of 10 Central South 
Carolina counties .. . manufacturing and distributing gas in the city 
of Columbia and environs for homes, commercial businesses, and in- 
dustrial enterprises . . . providing transportation service for Columbia 
and its suburbs . . . this is our job! 


Adequacy in all of these services for the present with a generous re- 
serve for future growth and efficient, dependable delivery at the lowest 
possible cost to the consumer . . . this is our aim! 


Principal Office: Columbia. Branch Offices in Batesburg, Johnston, 
Lexington, Saluda, and St. Matthews. 


cul Cawlina E bikie x Glas Company 
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Typical of Grinnell’s advanced pipe 
fabrication facilities is this forming 
process for outlets in headers which 
simplifies erection of piping on the 
job by eliminating difficult intersec- 
tion type welds. They are made pos- 
sible by this company’s 95 years of 
piping experience and continuous lab- 
oratory research and experimentation. 


1 894" lon 
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Whenever piping is involved-Grin- 
nell has the specialized knowledge, 
field engineering experience and the 
production facilities to handle the job 
from first plan to actual operation. 
From this one source you can get 
everything from a tiny tube fitting 
to a complete power or process piping 
installation. 


Billions of Cubic Feet 


GRINNELL COMPANY, INC. Executive 
Offices, Providence 1, R. I. Branch warehouses 
in principal cities. Manufacturing Plants: 
Providence, R. I.; Cranston, R. I.; Atlanta, Ga.; 
Warren, Ohio; Columbia, Pa. 


GRIGGJELL 


whenever PIPING is invoives 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





Bs 





OF BILL ANALYSIS 


> Ge but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Detroit Mostreal 
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COLUMBIA SERVES... 


A Great Part of the Country 





The territory served by the Columbia 


System thrives on industry, commerce and agriculture. It is a 


at part of the country. 

We believe firmly in its future. 

And we are backing our belief by investing approximately 
56,000,000 more—adding it to the $450,000,000 already in- 
ested in the plants and equipment of the System—to expand our 
cilities for service. 


The $56,000,000 construction program has been started by the 


ubsidiaries of the Columbia Gas & Electric Corporation. In a 


ittle more than two years, there will be added to the System: 


More than 500 miles of new pipeline 

Four new compressor stations 

A new storage field and the enlargement of others 
Nine new propane-air gas plants 

Approximately 1,000 new gas wells... 


..to meet the growing requirements of homes, industries and 
ommercial enterprises in the great area served by the Columbia 


bystem. 


NEW COMPRESSOR STATIONS — 

Four new compressor stations, stra- 

tegically placed, and additions to 
Com i 


additional field will be opened for 
underground storage, and others en- 
larged. Columbia has stored 38 bil- 
lion cubic feet of gas in several 

irs. It 


NEW GAS WELLS—More than 1,000 
new wells will be drilled, seeking 
new supplies of gas in the Appala- 
chian fields. Columbia now has 
more than 9,000 producing wells in 
this area. 


NEW PIPELINES—More than five 
hundred miles of large-size pipeline 
will be added to the System to facili- 
tate the flow of more gas. 


NEW RESERVE. SUPPLY — Nine 
propane-air gas plants will be 
at advantageous points. They 

will be “ostalled as a further aid in 
demands. 


ployed extensively in this country to 
supplement natural gas supplies. 


THE COLUMBIA GAS SYSTEM 
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CRESCENT 


VARNISHED 
CAMBRIC 


Heavier loads for longer periods of time than formerly pos- 
sible are obtainable with CRESCENT VARNISHED CAMBRIC 
CABLE. This general-purpose, industrial power cable pro- 
vides higher current carrying capacity for the same size of 
copper conductors, together with maximum safety and per- 
manence. 


CRESCENT_INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @ 


WIRE and CABLE 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 


ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


£¢ ford, Bacon & Davis 


Bad VALUATIONS Engineers CONSTRUCTION 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, ea Dy 
Operating Betterments, Personnel Relations, 

Reading bd Philadelphia Original Cost Accounting, 


Inspections and Surveys, 


Feed Water Treatment. Washington * New York Accident Prevention. 




















Mention the FortNiGHTLY—I? identifies your inquiry 





Public Utilities Fortnightly 
PROFESSIONAL DIRECTORY (continued) 


FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 


Conve a KULJIAN & COMPANY vaiseion 
J Unites ond Industria 


Los Angeles 13 PHILADELPHIA 2 New York 6 























WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 


LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “=#=- . Washington, D. C. 


J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 


Censulting Engineering ; Mergers 
Public Utility Affairs including Integration 




















—-——-- 














PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 














(Professional Directory Continued on Next Page) 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganizaton. 
Chicago New York San Francisco 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 








——- a 


The J.G. WHITE ENGINEERING CORPORATION 











Design—Construction—Reports—A ppraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. W. C. GILMAN & COMPANY 

FRANCIS S. FRIEL ‘ 
Consulting Engineers ee 

AON, ‘tees tentnuretern, Sanmnrtd * Dathiiegs FINANCIAL CONSULTANTS 

City Planning, Reports, Valuations, Laboratory 
1520 LOCUST STREET PHILADELPHIA 2 55 Liberty Street New York 








BARKER & WHEELER, ENGINEERS JacKsOn & MORELAND 
DESIGNS AND CONSTRUCTION — OPERATING SHSINEENS 



































BETTERMENTS — COMPLETE OFFICE SYSTEMS — “te BAL hy ey th 
MANAGEMENT — APPRAISALS — RATES DESIGN AND SUPERVISION VALUATIONS 
36 STATE STREET, ALBANY, N. Y. BOSTON NEW YORK 
BLACK & VEATCH JENSEN, BOWEN & FARRELL 
CONSULTING ENGINEERS Engineers 
ee ioveytigntions ont re Ann Arbor, Michigan 
ports, end superv con- . 
struction of Public Utility Properties meee pom we Fy cn san 
4706 BROADWAY KANSAS CITY, MO. rate inquiries, iation, fixed capital 
reclassification, original cost, security issues. 
EARL L. CARTER LUCAS & LUICK 
Consulting Engineer ENGINEERS 
PENNSYLVANIA, WEST VIRGINIA’ WENT OOIY DESIGN, CONSTRUCTION SUPERVISION. 
a ea ne INVESTIGATIONS, REPORTS, RATES — 
910 Electric Building Indianapolis, Ind. 231 S. LaSatie St., Cricaco 
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Why dig through a 
PILE 
of Catalogs? 




































ROBERT T. REGESTER 


- Consulting Engineer — Find the 
— Hyprautic Strucrurss — UTimities Fitting 

Fioop Contro: — Water Works you need, 

Baltimore Life Bldg. Baltimore 1, Md. quickly— 





in the COMPLETE line 


A. S. SCHULMAN ELEctRric Co. | | If you have a Penn-Union Catalog, you 
can instantly find practically every good 





a Contractors type of conductor fitting. These few 
7" TRANSMISSION LingES—UNDERGROUND Distri- can only suggest the variety: 
BUTION — PoweR STATION — INDUSTRIAL — 
Universal Clam: to take a 
v CoMMERCIAL INSTALLATIONS large range of conductor sizes; 


537 SourH Dgarporn St. Cuicaco with 1, 2, 3, ¢ or more bolts. 








L-M Elbows, with compression units 
a iving a dependable grip on both con- 


SLOAN K uctors. Also Straight Connectors and 
3 Tees with same con- 


CONSULTING ENGINEERS depen 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 





Bus Bar Clam; for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 











Com We Senight Geanegers 

MANFRED K. TOEPPEN Lil 
ENGINEER 

CoNSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE oa ate daunammatinay. ane 

TTER n s 
Ma . tor bade tc. Spring action— 
' 261 Broadway New York 7, N. Y. self locking. 


Vi-Tite Terminals for quick 
4 installation and easy taping. 
v7 Also sleeve type _ terminals, 
_ screw type, shrink fit, etc. etc. 


: Representation in this Professional Direc- | | SS or | 


~ 4 tub- 
tory may be obtained at very reasonable jae Bg Be get hay OFigh “conductivity 
‘ ss nie copper; close dimensions. 

| tates. Kindly address inquiries to: Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 


ne 











Jack-Knife connectors for simple 











= ADVERTISING DEPARTMENT ting is their best guarantee of Dependa- 
. wae y bility. Write for Catalog. 

Public Utilities Fortnightly PENN-UNION ELECTRIC CORPORATION 

ERIE, PA. Sold by Leading Jobbers 


1038 Munsey Building 
Washington 4, D. C. 
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(on © 8. 5 2k 55 Om @ @ 5 ® | FITrTinc = 























This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


a 


Albright & Friel, Inc., Engineers 
lio Gas Compa pany 

American Appraisal Company, The 

American Perforator Company, The 


Babcock & Wilcox Company, 

*Baldwin Locomotive Works, 

Barber 2" Burner Company, 

Barker & Wheeler, Engineers 

Bendix Home Appliances, Inc. 

Black & Veatch, Consulting Engineers 

*Blaw-Knox Division of Blaw-Knox Company 
G. S., Co., Inc., The 

lyn Union Gas" Company, The 


c 
Caloric Stove Corporation 
Carter, Earl L., C iting E 
Cleveland Heater Company 
Cleveland Trencher Company, The 
Columbia Burner Co., The 





*Combustion Engineering Company, 
Connelly Iron Sponge & Governor Co. 
Cc dated en Inc. 

Cory C 


Crescent Soleted Wire Cable Co., Inc. 
*Cummins Business Machines Division of 
A. S$. C. Corporation 


Davey Gomprepeer Company 
Tree Expert Company, The 
Inc., Engineers 


y 
Detroit Malleable Works 
Dodge Division of Chrysler Corp. 
Domestic Thermostat Company 


E 
Electric S$ e Battery Company, we 
Electrical Testing Laboratories, | 
Electro Specialty Company 


F 
Ford, Bacon & Davis, 


"coach Division 
Gilbert Associates, ~ : ee 
*Gilbert Associates, ustrial 
Relations De 
Gilman, W. C. 
Goldak Company, The 
Grinnell Company, inc. 





Hamilton Manufacturing Company 
Handley Brown Heater Coney 
ater agg Be ee om. 
Harris, 
1 
Indiana Gas & Water Company, inc. 
International Harvester Company, Inc. 
J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, 


K 
Kinnear a ag ty Compa: 
Kuljian, H. A., & Goupate. Gagiovers 


Leffler, William S., 
Lincoin Brass Work 
oe island Li ~~ 
ng Is! Com 
Lucas & Luick, ating Ce pany 


Main, Chas. AS Inc., 
Manning, J. &c 
operant Sasnrtns 
Pn - & 
jlerc orporation, 
a Consolidated Gas Company 
Minneapolis Gas Light Compa 
Minneapolis Honeywell Requi 
Mueller, L. J., Furnace Company 


N 
National Cash Register Com 
Newport News Shipbuilding 
Norwalk Valve Company 
° 
Okichoma Natural Gas Co. ....Inside Front 


P 


Pacific Gas and Electric Company .. 
Penn-Union nano: Corporation ... 





Perfex Corporat 
Public. Utility Engineering & Service Corp. 


o 
Recording & Statistical Corp. 
Regester, Robert T., Consulting Engineer 
Remington Rand Inc. 
Rheem Manufacturing Company 
Ridge Tool Company, The 
*Ripley Company, The 
Roberts-Gordon Appliance Corp. 
s 
Sanderson & Porter, Engineers 
Serge atety, Gon 
arge undy, 
Schulman, A. as 


turing Company 
sient Velet a ce 4 — Company 
Silex Compa 
Sloan, Cook 
Smith, A. 





Thermac 
Toeppen, Ma 
U 
United Light and Railways Company, The 


Vendo Company, The 


be new Gas Light Company. .Outside Back 
me of yy om and 
wiite, 3. G2 Engine _ 
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American ELECTRIC RECEIPTOR 


... for Receipting 


Customers’ Bills 
The only Electric Duplex Re- 


ceiplting Perforator available. 


Jn use by hundreds of Public 
Utility Companies throughout 
the country. 


Perforates bill and Automatic- 
ally severs stub in less than 1/3 
second ! 


Provides positive identification 
and protection on both stub and 
receipt, 





WRITE US FOR FURTHER DETAILS 


The AMERICAN PERFORATOR Company 


625 WEST JACKSON BLVD., CHICAGO 6, ILLINOIS 
Eastern Sales & Service: 227 Fulton Street, New York 7, N. Y. 


GAS CONSUMERS SERVICE 


Established 1878 

















as companies are gaining good-will tor GAS without cost or bot 
selves. This is because GCA contracts are made direct with the users. At + 
i are getting better gas service cheaper. Because the 

s bills and maintenance costs ( ior 
p-conditioned appliances) far outweigh the nomi: 


not to ment 


charge. 


WHAT GCA DOES 
GCA ensures that all its clients’ appliances operate at their very | 
At the first service call, all gas burners are thoroughly cleaned by specially 
trained mechanics and adjusted to maximum combustion efficiency. Calibration 


f all thermostat contrals is checked. To insure the maintenance of conditions 


established at the start, inspection calls are made at regular intervals; emergency 
” oe 


alls made at no additional charge, at any time on request. Our 68 years of 


ervice guarantee that no burner is over or undergassed. 


WHAT YOU CAN DO 
$y recommending GAS CONSUMERS SERVICE ¢o your larae-scale i 
ommercial customers, you can join with other forward-looking gas c 
executives in building customer satisfaction with GAS. 








GAS CONSUMERS SERVICE 
Executive Offices, GAS CONSUMERS ASSOCIATION 
& 230 Park Avenue, New York, New York * 
Branch Offices with Service Shop: 
BOSTON CHICAGO CLEVELAND DETROIT LOS ANGELES MINNEAPOLIS 
NEW YORK PHILADELPHIA PITTSBURGH SAN FRANCISCO WASHINGTON, D. C. 








Mention the FortNIGHTLY—/t identifies your inquiry 





waar years of public 
in the nation’s capital. . . 
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